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Umzinyathi District Municipality 

Annual Financiaf Statements for the year ended 30 June 2017 

Accounting Officer's Responsibilities and Approval 


I am responsible for the preparation of these annual financial statements, which are set out on pages 3 to 69, in terms of 
Section 126(1) of theiiJJiliCipal Finance Management Act and which 1 have signed on behalf of the Municipality. 1 certity that 
the salaries^liewSnces anabenefits of Counciilors, loans made to Councillors, if any, and payments made to Councillorsfor 
loss ofpfftCeTif any, as discfesed in note 26 of these annuai financiai statements are within the upper limits of the framework 
enyisSged in Section 21S^f the Constitution, read with the Remuneration of Public Officer Bearers Act and the Minister of 
Pfovincial and Local Gptfernmenfs determinatlon in accordance wrth this Act. 


V.M Kubeka 
Acting Mupk 


/lahager 
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State ment of Financiaf Position as at 30 June 2017 

Figunes in Rand “ Notes 2017 2016 

Restated* 

Assets 


Current Assets 


Inventories 

2 

697,331 

690,984 

Receivables from non-exchange transactions 

3 

17,070,943 

9,167,057 

VAT receivable 

4 

15,770,979 

12,071,805 

Receivables from exchange transactlons 

5 

79,044,922 

54,053,972 

Cash and cash equivalents 

6 

68,850,920 

60,935,336 



181,436,095 

136,919,154 

Non-Current Assets 




Infrastructure 

7 

1,825,802,428 

1,610,932,864 

Investment property 

8 

848,353 

894,786 

Property, plantand equipment 

9 

82,408,274 

55,875,509 

Intangible assets 

10 

548,895 

1,261,682 

Interest in joint ventures 

11 

304,087,773 

335,636,255 



2,213,695,723 

2,004,601,096 

Total Assets 


2,396,130,818 2,141,520,250 

Liabilitles 




Current Liabilltles 




Short term portion of long term liabiSty 

12 

1,104,197 

9,565,204 

Payables from exchange transactions 

13 

67,489,657 

83,921,810 

Consumer deposits 

14 

467,239 

491,712 

Unspent conditional grants and receipts 

15 

36,749,490 

17,361,859 



106,810,683 

111,340,585 

Non-Current Uabilities 




Long term llabiiity 

16 

64,191,401 

65,220,200 

Employee benefit obiigation 

17 

24,222,000 

25,498,000 



88,413,401 

90,718,200 

Total Uabliitfes 


104,223,084 

202,068,785 

Net Assets 


2,200,906,834 

1,939,461*465 

Reserves 




Other reserves 


898,434,731 

698,434,731 

Accumulated surplus 


1,502,472,103 

1,241,026,734 

Total Net Assets 


2,200,906,834 1,939,461,465 



Umzinyathi District Municipality 

Annua) Financial Statements forthe year ended 30 June 2017 

Statement of Financial Performance 

Figures in Rand Notes 2017 2016 

Restated* 


Revenue 




Revenue from exchange transactions 

Service charges 

18 

44,106,674 

40,557,115 

Rental of facilltles and equipment 

19 

467,706 

473,359 

Interest earned- outstanding debtors 

20 

11,556,733 

19,331,660 

Other fncome 

21 

224,907 

275,964 

Interest eamed- investments 

22 

12,920,588 

8,007,817 

Total revenue from exchange transactions 

Revenue from non-exchangetransactions 

Galns and donatlons received 


69,276,608 

68,645,915 

Actuarfal gain from post retirement 

17 

1,642,351 

- 

Transfer/Donation received 

9 

5,291,853 

- 

Transfer revenue 

Govemment grants & subsidies 

23 

621,731,114 

706,832,060 

Total revenue from non-exchange transactlons 


628,665,318 

706,832,060 

Total revanue 

24 

697,941,926 

775,477,975 

ExpendKture 

Employee related costs 

25 

(113,166,578) 

(104,973,727) 

Remuneration of councillors 

26 

(3,242,001) 

(4,245,599) 

Depreciation and amortisation 

27 

(24,961,656) 

(63,042,926) 

Finance costs 

28 

(654,839) 

(3,067,434) 

Provision fbr debt impairment 

29 

(11,758,124) 

(30,932,106) 

Post Retirement Benefits 

17 

(697,500) 

(7,586,165) 

Repairs and maintenance 

30 

(8,678,485) 

(9,989,248) 

Bulk purchases 

31 

(14,335,860) 

(11,366,985) 

General Expenses 

32 

(227,451,032) 

(312,091,442) 

Total expendlture 


(404,948,076) (647,296,032) 

Operating surplus 


292,993,851 

228,182,343 

Share of profit/(defidt) from joint venture 


(31,546,481) 

(41,905,972) 

Surplus for the year 


261,445,370 

186,276,371 
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Umzinyathi District Municipality 

Annual Financial Statements for the year ended 30 June 2017 




Statement of Changes in Net Assets 





Other reserves 

Accumulated 

Total net 

Figures in Rand 


surplus 

assets 

Opening balance as previously neported 

Adjustments 

098,434,731 

1,058,591,666 

1,757,026,397 

Correction of errors 

- 

(3,841.303) 

(3,841,303) 

Balance at 01 July 2015 a$ restated* 

698,434,731 1,064,750,363 1,753,185.094 

Changes in net assets 

Surplus forthe year 

. 

186.276,371 

186,276,371 

Total changes 

- 

186,276,371 

186,276,371 

Openfng balance a& pneviously reportad 

Adjustments 

698,434,731 

1,257,916,700 

1,956,351,431 

Correction of errors 

- 

(16,889,967) 

(16,889,967) 

Restated* Balance at 01 July 2016 as re&tated* 

Changes in net assets 

698,434,731 

1,241,026,733 

1,939,461,464 

Surplusfor theyear 

■■ 

261,445,370 

261,445,370 

Total changes 


261,445,370 

261,445,370 

Balance at 30 June 2017 

698,434,731 1,502,472,103 2,200,906,834 

Nota 


33 
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Umzinyathi District Municipality 

Annual Financial Statements fbrthe year ended 30 June 2017 

Cash Flow Statement 

Figures in Rand 


Cash flows from operating activities 
Recelpts 

Sale of goods and servrces 
Grants 

Irrterest income 
Other receipts 


Payments 

Employee costs 
Suppiiers 

Net cash flows from operating activitfes 

Cash flows from Investing actlvlties 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Purchase of other intangible assets 
Proceeds from sale of other intangible assets 
Purchase of inffastnjcture 
Proceeds from sale of infrastructure 

Net cash flows from investfng activitles 

Cash flows from flnanclng activlties 

Movement in short term portion: of iong term liabitities 
Finance costs 

Net cash flows from flnanclng activities 

Net increaso In cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equlvalents at the end of the year 


Notes 


34 


9 

9 

10 
10 
7 
7 


2017 

2016 

Restated* 

24,228,639 

691,079,387 

12,920,588 

692,328 

25,382,801 

719,463,508 

8,007,817 

473,359 

728,920,942 

753,327,485 

(116,410,579) 

(337,232,733) 

(108,973,260) 

(272,121,997) 

(453,643,312) 

(381,095,257) 

275,277,630 

372,232,228 


(11,553,971) 

(6,802,121) 

360,621 

704,828 

(187,616) 

(14,842) 

3,545 

2,650 

(246,868,779) 

(277,209,727) 

*• 

777,325 

(258,246,200) 

(282,541,887) 


(8,461,007) 

(63,662,029) 

(654,839) 

(3,067,434) 

(9,115,846) 

(86,729,463) 

7,918,584 

2,960,878 

60,935,336 

57,974,458 

88,850,920 

60,935,338 
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Umzinyathi District Municipality 

Annual Finandal Statements fortheyear ended 30 June2017 


Statement of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 

Figures in Rand 

Approved 

budget 

Adjustments Final Budget Actuel amounts Dlflerence 

oncomparable betweenfinal 
basis budget and 

actual 

Reason for 
adjustments & 
difference 


Statement of Ffitancial Performance 
Revenue 

Revenue from exchange 
traneactlone 


Service charges 

50,625,601 

(5,230,721) 

46,395,080 

44,106,674 

Rentaf of facilrties and equipment 

650,855 

(138,657) 

521,198 

467,706 

Interest eamed- outstanding 
debtors 

10,987,300 

1,530,236 

12,517,536 

11,556,733 

Other income 

Interest received - investment 

306,954 

6,934,486 

(149,525) 

1,073,331 

157,429 

8,007,617 

224,907 

12,920,568 


Total revenue from exchange 69,514,396 (2,915,336) 66,699,060 69,276,608 

transactions 


(1,288,406) Drought 
impacted on 
certain areas 
where water 
services wene 
restricted. 

(53,492) OnefacllHy 
during the 
finandal year 
became vacant 
no rent was 
recieved. 

(960,503) Drought 
impacted on 
certafn areas 
where water 
services were 
restricted. 

67,478 

4,912,771 Rate variances 
and period 
differences on 
grant funds. 

2,677,646 


Revenue from non-exchange 
transactions 

Taxation revenue 
Actuarial gain from post 
retlnement 


Transfer/Donation recelved 


1,642,351 


5,291,853 


1,642,361 Therehad 
been a decline 
in post 
retirement 
benefit 
calculations 
thus resuftfng 
in revenueto 
the 

municipality. 

5,291,853 Unanticipated 
transfer 
received. 
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Umzinyathi District Municipality 

Annual Finandal Statements fbr the year ended 30 June 2017 


Statement of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 

Figunes in Rand 

Approved 

budget 

Adjustments 

FinalBudget Actual amounts Difference Reasonfor 

oncomparable betweenfinal adjustments& 
basis budget and difference 

actual 

Transfer revenue 

Govemment grants & subsidies 

642,308,000 

3,186,243 

645,494,243 621,731,114 

(23,763,129}Grants ane only 
recognised as 
revenue once 
condrtions are 
met, some 
grants have not 
met their 
conditions as 
at 30 June 
2017, 

Total revenue from non- 
exchange transactions 

642,308,000 

3,186,243 

645,494,243 628,665,318 

(16,828,925) 

Total revenue 

711,822,396 

270,907 

712,093,303 697,941,926 

(14,161,377) 


Expenditure 


Fersonnel 

(123,908,357) 

7,819,500 

(116,088,867) (113,866,078) 

2,222,779 There had 
been a decline 
in post 
retinement 
benefit 
calculations 
thus resulting 
in revenue to 
the 

munidpality* 

Remuneration of counciflors 

(4,474,297) 

970,022 

(3,504,275) 

(3,242,001) 

262,Z74 Council was 
inaugurated 
late during the 
finandal year. 

Depreciation and amortisation 

(58,043,842) 

65,709 

(57,978,133) 

(24,961,656) 

33,016,477 Corrections to 
the useful lifes 
of assets, with 
the alignment 
of the assets to 
the accounting 
policy f s. 

Finance costs 

(800,810) 

1 

(600,809) 

(654,839) 

(54,030) Interestpaid 
differed firom 
the 

amortisatfon 
schedule 
submitted by 
DBSA when 
the budgetwas 
prepaned. 

Provision for bad debts 

(35,114,704) 

15,114,704 

( 20 , 000 , 000 ) 

(11,758,124) 

8,241,876 Provision 
incornectiy 
provided for* 

Repairs and maintenance 

(9,802,018) 

2,815,820 

(6,986,198) 

(6,678,485) 

(1,692,287) Basedon 
demand and 
corrective 
maintenance. 
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Umzinyathi District Municipality 

Annual Financial Statements fbrthe year ended 30 June 2017 


Statement of Comparison of Budget and Actual Amounts 


Budgeton Cash Basis 

Figures in Rand 

Approved 

budget 

Adjustments Ffnal Budget Actual amounts Diffemnce 

oncomparable betweenflnal 
basis budget and 

actual 

Reason for 
adjustments & 
dffference 


(1,209,230) increase in the 
demand of 
volumes 
provided by 
UthuKela 
Water(Pty) 
Ltd. 

20,272,600 Grant transfers 
are only 
recognised as 
expenditure 
onoe 

conditions are 
met, some 
granttransfers 
have not met 
their conditions 
as at 30 June 
2017. 

General Expenses (148,180,825) (40,797,613) (188,978,438) (104,849,269) 84,129,169 Srncecoundl 

had been 
Inaugurated 
late, No social 
& economic 
projects were 
carried out 
The 

munlclpality 
experienced 
challenges in 
the 

procurementof 

_ water tankere. 


TotaJ expenditure 

(776,900,653) 

(12,293,140) (789,193,993) (844,004,366) 

146,189,628 


Operating surplus 

Intersst in joint venture 

(65,078,467) 

(12,022,233) 

(77,100,690) 

63,937,561 

(31,548,481) 

131,038,251 

(31,548,481) 


Oeflclt before taxatlon 

(66,078,467) 

(12,022,233) 

(77,100,690) 

22,389,080 

99,489,770 


Actual Amount on Comparable 
Basfe as Presented In the 
Budget and Actual 

Comparative Statement 

(66,078,467) 

(12,022,233) 

(77,100,690) 

22,389,080 

99,486,770 



Bulk purchases 


(18,000.000) 4,873,370 (13,126,630) (14,335,860) 


Transfers and subsidies 


(378,776,000) (3,154,653) (381,930,663) (361,658,053) 
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Umzinyathi District Municipality 

Annual Financial Stataments fbr the year ended 30 June 2017 

Accounting Policies 


1. Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practice (GRAP), [ssued by the Accourrting Standards Board in accordance with Section 122(3) of the Municipal 
Finance Management Act (Act 56 of 2003). 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention as the basis of measurement, unless specffied otherwise. They are presented in South Afrlcan 
Rand. 

A summary of the signtficant accounting policjes, which have been consistently applied in the preparation of these annual 
financial statements, are disclosed below. 

These accounting policies are consistent with the previous period, except fbr the changes set out in note 1.2 Changes in 
accounting policy. 

1.1 Going concem assumption 

These annual financial statements have been prepared based on the expectation that the munlcipality will continue to 
operate as a going concern fbr at least the next 12 months. 


1.2 Investment property 

Investment property is property (land or a ounaing - or part of a bullding - or both) held to earn rentals or fbr capital 
appreciatlon or both, rather than fbr: 

• use in the production or supply of goods or services or fbr 

• administrative purposes, or 

• sale in the ordinary course of operations, 

Owner-occupled pnoperty is property held for use in the production or supply of goods or services or for administratfve 
purposes. 

Investment property is recognised as an asset when, it is probable thatthe futuns economic benefits or servlce potential that 
are associated with the investment property wi'll flow to the municipality, and the cost value of the investment property can 
be measured reliably. 

Cost model 

Investment property is carried at cost less accumulated depreciation and any accumulated impairment losses. 

Depreciation rs provided to write down the cost t less estimated residual value over the useful life of the property, which is 
as foilows: 

Item Useful llfe 

Property - land indeflnite 

Property - bulldlngs 15-30 years 

Investment property is denecognised on disposal or when the investment property is permanently withdrawn from use and 
no future economic benefits or servlce potential are expected from its disposal. 

Gains or losses arising from the retirement or disposal of investment property is the difference between the net disposal 
proceeds and the carrying amount of the asset and is recognised in surplus or deflclt in the period of retirement or disposai. 

Compensation ffom third parties for investment property that was impaired, lost or given up is recognised In surplus or 
deficit when the compensation becomes receivable. 
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Umzinyathi District Municipality 

Annual Finandal Statements forthe year ended 30 June 2017 

Accounting Policies 


1.3 Propdrty, pJant and equipmervt 

Property, ptant and equipment are tangible non-currerrt assets (including infrastnicture assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period, 

The cost of an item of property, plant and equipment is recognised as an asset when; 

* it is probable that future economic beneftts or service potential associated with tha itsm will flow to the 
municipality; and 

« the cost of the item can be measured reliabJy, 

Property, plant and equipment is initially measured at cost 

The cost of an rtem of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management Trade discounts and 
nebates are deducted tn arriving atthe cost 

Where an asset Es acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired ln exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If ihe 
acquired item's fair value was not determinable, itis deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plarrt and equipmerrt have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred inrtially to acquire or constmct an item of property, plant and equlpment and costs incurrsd 
subsequentfy to add to p replace part of, or service ft If a naplacement cost is recognised In the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dlsmantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognltlon of costs in the carrying amount of an itam of property, plant and equipment ceases when the item is in the location 
and condition necessary for lt to be capable of operating in the manner Intended by management. 

ftems such as spare parts, standby equipment and servidng equipment are reoognlsed when they meet the definition of 
property, plantand equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meetthe 
recognition criterfa above are fncluded as a replacement in the cost of the item of property, piant and equipment Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depredation and any impalrmant losses except for X,X and X 
which is carried et revalued amount being the feir value at the date of revaluation less any subsequent accumulated 
depreciation and subsequent accumulated impairment losses. 

Property, piant and equipment rs carried at revalued amount, being the feir value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluatlon js 
restated proportionately with the chenge in the gross carrying amount of the asset so that the carrying amount of the asset after 
revaluation equale its revalued amount. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
elrminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset 

The revaluation surplus in equity related to a specific item of property, plant and equipment Is transferred directly to retained 
eamings when the asset is derecognised. 
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Umzinyathi District Municipality 

Annual Financial Statemente for the year ended 30 June 2017 

Accounting Policies 


1.3 Property, plant and equipment (continued) 

The revaluation surpius in equity related to a specific item of property, plant and equipment is transferred directly to retained 
eamings as the asset is used. The amount transferred is equal to the difference between depreciation based on the revalued 
carrying amount and depreciation based on the original cost of the asset. 

Property, plant and equipment are deprecfated on the straight line basis over their expected useful lives to their estimated 
residual value. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impaimnent fosses. 

The useful lives of Items of property, plant and equipment have been assessed as follows: 


Item Depreciation method Average usefuf llfe 

Infrastructure Straight line 10-100 years 

Other property, plant and equipment Straight line 4-15 years 

The depreciable amount of an asset is allocated on a systematrc basis over its useful life. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 

The depreciation method used reflects the pattem in which the assette future economic benefits or service potential are 
expected to be consumed by the municipality. The depreciation method applied to an asset 1$ reviewed at least at each 
reporting date and, if there has been a significant change in the expected pattern of consumption of the future economic 
benefits or service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change is 
accounted for as a change in an accounting estlmate. 

The munidpality assesses at each reporting date whether there is any indication that the municipality expectations about the 
residual value and the useful life of an asset have changed since the preceding reporting date. If any such indication exists, the 
municipality revises the expectsed useful life and/or residual value accordingly. The change is accounted for a$ a change in an 
accounting estimate. 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or servlce potent'al expected from the use of the asset, 

The gain or loss arising from the derecognition of an item of property, plant end equipment is included in surplus or deficit when 
the item is derecognised. The gain or foss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any T and the carrying amount of the item. 

Assets which the munlcipality holds fbr rentals to others and subsequently routinely sell as part of the ordinary course of 
actrvities, are transferred to inventories when the rentals end and the assets are available-for-sale. Proceeds from sales of 
these assets are recognised as revenue. All cash flows on these assets are included in cash flows fnom operating activities in 
the cash flow statement 

1.4 tntangible assets 

An asset is identifiable if it eithen 

* is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rentsed or 
exchanged, either individually or together with a related contract, identifiabFe assets or liability, regardless of 
whetherthe entity intends to do so; or 

* arises from binding arrangemente (including rights from contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 

A binding arrangement describes an arrangement that confers similar rights and obligations on the pardes to it as if it were in 
the fbrm of a contract. 
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1.4 Intangible assets (contJnued) 

An intangible asset rs recognised when: 

• itis probable that the expected foture eoonomic benefits or servioe potential that are attributable to the asset will 
flow to the municipality; and 

• the cosf or fair value of the asset can be measured reliably. 

The municipality assesses the probabllity of expected foture economic benefits or service potential using reasonable and 
supportable assumptions that represent managemenfs best estimate of the set of economic condrtlons that wll! exist over the 
usefol life of the asset. 

Whero an intangible asset is acquired through a non-exchange transaction, its initfal cost at the date of acquisition is measured 
at its fair value as at that date. 

Expenditure on research (or on the research phase of an intemai project) is recognised as an expense when it is incurred. 

An intangible asset arising ffom development (or from the development phase of an intemal project) is recxignised when: 

■ it is technicaily feaslbie to complete the asset so that it wflE be available fbr use or sale. 

• there is an intention to complete and use or sell iL 

H there is an ability to use or sell it 

• it will generate probable future economic benefits or service potential. 

• there are avallable technical, financial and other resources to complete the development and to use or sell the 
asset 

• the expenditure attributable to the asset during fts development can be measured reliably. 

Intangible assete are carried at cost less any accumulatsed amortlsatlon and any lmpalrment losses. 

An intangible asset is regarded as having an indefinite usefol life whan, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not 
provided fbr these intangible assets, but they are tested for impairment annuaily and whenever there is an indication that the 
asset may be impaired. For aH other intangible assets amortisation fs provided on a straight line basis over their usefol life. 

The amortisation period and the amortisetion method for intanglble assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a frnrte usefol life after it was classlfied as indefinrte is an indicatorthat 
the asset may be Impalred. As a result the asset is testad fbr impaiiment and the remaining carrying amount is amortised over 
Ets usefol life. 

Internally ganerated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assefs. 

Internally generated goodwill is not recognised as an intangible asset. 

Amortisation Is provfded to write down the Intangible assets, on a stralght line basis, to thelr residual values as follows: 

__ Depredatfon method Average useful life 

Computer software, other Straight line 5 years 

1 .5 Interest in jolnt ventures 

Interest in joint ventures are accounted fbr using the equity method. The canying amount of the interest in joint venture is 
calculated at cost plus the entity T s subsequent share of the Jolnt ventures oomprehensive Income. lf at the end of a reporting 
period there is an indication that an interest in a joint venture may be impaired, the entire carrying amount of the joint venture is 
tested for impairment. If the carrying amount of the joint venture is found to be less than its recoverabie amount f the carrying 
amount is reduced to its recoverabie amount and an impairment loss is immediately recognised in profit or ioss. 

1*6 Ffnancial instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a finandal liability or a residual 
intenest of another entity. 
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1.6 Financial instruments (contlnued) 

The amortised oost of a Rnancial asset or flnancial Jiability is the amount at which the finandal asset or financial liability is 
measured at Inttial recognition minus prindpal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) fbr impairment or uncollectibility. 

A concessionary loan is a loan granted to or received by an entity on terms that are not market related. 

Credit risk is the risk that one party to a finandal instrument will cause a finandal loss for the other party by failing to 
discharge an obligation. 

Currency risk is the risk that the fair value or future cash flows of a finandal instrument will fluctuate because of changes in 
foreign exchange rates. 

Derecognition is the removal of a previously recognised financial asset or financial liability frem an entity's statement of 
financial position. 

A derivative is a financial instrument or other contract with all three of the following characteristics: 

* Its value changes in response to the change in a specified interest rate, financial Instrument price, commodity 
prlce, foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in 
the case of a non-financial variable that the variable is not spedfic to a party to the contract (sometimes called 
the 'underlying'). 

• It requires no initial net investment or an initial net Investment that is smaller than would be requfred fbr other 
types of contracts that would be expected to have a similar response to changes in market factors. 

* It is settled at a future date. 

The effective interest method is a method of calculating the amortised cost of a flnancial asset or a financial liabifity (or 
group oi finandal assets or financial liabilities) and of allocating the interest income or interest expense over the relevant 
period. The effective interest rate is the rate that exactiy discounts estimated future cash payments or receipts threugh the 
expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the finandal 
asset or financiai liability. When calcufating the effective interest rate, an entity shall estimate cash flows considering all 
contractual terms of the finandal instrument (for example, prepayment, call and similar options) but shall not consider future 
credit losses. The calculation includes all fees and points paid or received between parties to the contract that are an 
integral part of the effective interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction 
costs, and all other premiums or discounts. There is a presumption that the cash flows and the expected life of a group of 
similar financial instruments can be estimated reliably. However, in those rare cases when it is not possible to reliably 
estimate the cash fiows or the expected life of a flnancial instmment (or group of finandal fnstmments), the entity shall use 
the contractual cash fiows over the fufl contractual term of the flnancial instrument (or group of financial instruments). 

Fair value is the amount for which an asset could be exchanged, or a liability settied, between knowiedgeable wiiling parties 
in an arm’s length transaction. 

A flnancial esset is: 

■ cash; 

- a residuaf interest of another entity; or 

* a contractual right to: 

- raceive cash or another fmancial asset firom another entity; or 

exchange flnancial assets or financial liabilrties with another entity under conditions that are potentralfy 
favourable to the entity. 

A flnancial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for 
a loss it incurs because a spedfied debtor fails to make payment when due in accordance with the original or modified 
terms of a debt instrument 

Afinancial liabrlity is any liability that is a contractuaf obligation to: 

• deliver cash or another financial asset to another entity; cr 

• exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entfty. 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes 
in market interest rates. 
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1,6 FlnanclaJ Instruments (continued) 

Liquidrty risk ls the risk encountered by an entfty in the event of dlfficulty in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another finandal asset 

Loan commitment is a firm commrtment to provide credit under pre-specified terms and conditions. 

Loans payable are financial liabilrties, otherthan short-tserm payables on normal credit tenms. 

Market risk is the rlsk that the falr value or future cash flows of a financial instrument will fiuctuate because of changes in 
market prices. Market risk comprises three types of risk: currency risk, Interest rate risk and other prloe risk. 

Other price nsk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes 
in market prices (other than those arising fforn interest rate risk or currency risk) t whether those changes are caused by 
factors spedfic to the individual financial instrument or its issuer, orfactors afiecting all similar finandal instruments traded 
in the market. 

A financial asset is past due when a counterparty has failed to make a payment when contractualfy due. 

A residual interest is any contrad that manifests an interest in the assets of an entlty after deducting all of its liabilities. A 
residual interest includes contributions ffom owners, which may be shown as: 

* equrty instruments or simifar forms of unitised capitai; 

* a fbmrial designation of a transfer of rasources (or a class of such transfers) by the parties to the transaction as 
ferming part of an entity*s net assets, either before the contribution occura or at the time of the oontribution; or 

• a formal agreement, in relation to the contribution, establishlng or Increasing an existing finandal interest in the 
net assets of an entlty. 

Transactlon costs are incremental costs that are directly attributabfe to the acquislWon, issue or disposal of & financial asset 
or financial liability. An incramental cost is one that would not have been incurred if the entity had not acquired, issued or 
disposed of the financial instrument 

Financial instruments at amortised cost are non-derivative financial assets or non-dertvative finandal liabilities that have 
fixed or determinable payments, excluding those instruments that: 

♦ the entity cfestgnates at feir value at initial reeognition; or 

• areheld fortradtng. 

Financial instruments at cost are investments in ra&idual irrterests that do not have a quoted market price in an active 
market, and whose fair value cannot be reliably measured. 

Financial rnstruments at fair value comprise financial assets or financial liabilities that are; 

• derivatives; 

• combined instruments that are designated at fair value; 

* instruments held for trading. A financial in&trument is held for trading if: 

it is acquired or incurred principally for the purpoae of selling or repurchasing it in the near-term; or 

- on inftial recognition ft is part of a portfolfo of identified financial instruments thet are managed together and 
fbr whlch there is evidence of a recent actual pattem of short term profit-taking; 

non-derivative financial assets or finandal fiabilities with fixed or determinable payments that are 
designatod at fair value at initial recognition; and 

- finandal instruments that do not meet the definition of financial instruments at amortised cost or financial 
instruments at cost. 
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1.6 Financial instruments (contlnued) 

Initial recognftfon 

The entity necognises a financial asset or a financial liability in its statement of financial position when the entity becomes a 
party to the contractual provisions of the instmment 

The entity recognises financial assets using trsde date accounting. 

Initlal measurement of financlal assets and financlal llabilitles 

The entity measures a financial asset and financial liability initially at its fair vafue plus transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liabrlity. 

The entity measures a financial asset and financial liability initially at its fair value [if subsequently measured at fair value]. 

The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initiaf necognrtion, the entity 
analyses a concessionary loan into rts component parts and accounts for each component separately. The entity accounts 
fbr that part of a concessionary loan that is: 

* a social benefit jn accordance with the Framework for the Preparation and Presentation of Financial Statements, 
where it is the issuer of the loan; or 

- non-exchange revenue, in accordance with the Standard of GRAP on Revenue ffrom Non-exchange Transactions 
(Taxes and Transfers), where it is the recipient of the loan. 
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1.6 Flnanclal Instruments (contlnued) 

Subsequent meaaurement of flnancial assets and ffinanclaf llabllltles 

The entity measures all financial assets and financial iiabllilies after inrtiaf recognition using the fbllowing categories: 

■ Finandai instruments at fair value. 

* Finandal instruments at amortised cost 

• Flnandal instruments at cost 

All finandal assets measuned at amortfsed cost or cost, are subject to an impairment review. 

Falr value measurement conslderatlons 

The best evidence of fiair value js quoted prices in an active market If the market fcr a financlal Instrument is not active, the 
entity establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish what 
the transaction price woukJ have been on the measurement date in an arm*s length exchange motivated by normal 
operating considerations. Vaiuation techniques include using recent arm's length market transactions between 
knowledgeable, wflling parties, if avaHaɓle, raference to the current fair value of another instrument that is substantially the 
same, discourrted cash flow anaiysis and option pridng models. If there is a valuation technlque commonly used by market 
partidpants to price the instrument and that technique has been demonstrated to provide reliable estlmates of prlces 
obtained in actual market transactions, the entity uses that technique. The chosen valuation technique makes maximum 
use of market inputs and relies as little as possible on entity-specific inputs. It incorporates all factors that market 
participants would consider in setting a price and is consistent with accepted economic methodologies fcr pricing finandal 
instruments. Periodically, an municipality calibrates the valuation technique and tests it fcr validity using prices from any 
observable current market transactions in the same instrument (i.e. without modiflcation or repackaging) or based on any 
available observable market data. 

The fair value of a financlal liabrlity with a demand feature (e.g. a demand deposlt) is not less than the amount payable on 
demand, discounted from the first date that the amount could be required to be paid. 

Gains and losaes 

A gain or loss arising from a change in the fair value of a finandal asset or financial liability measured at fair value is 
recognised in surplus or deficit 

For financial assets and financial llablllties measured at amortised oost or cost, a gain or foss is recognised in surplus or 
defidt when the financiaf asset orflnandal liability Es derecognised or impaired, or through the amortisatlon process. 

Impairment and uncollectlblllty of flnanclal assets 

The entlty assess at the end of each reporting period whether there is any objective evldence that a financial asset or group 
of financial assets is impaired. 

Financial assets measured at amortised cost 

If there is objective evidence that an impalrment loss on financial assets measured at amortised cost has been incurred, the 
amount of the ioss is measured as the dtfference between the asset’s carrying amount and the present value of estimated 
fcture cash flows (exduding future credit Josses that have not been incurred) discounted at the financial assefs original 
effective interest rate. The carrying amount of the asset is reduced directly OR through the use of an allowance account. 
The amount of the loss is recognised in surplus or defldt. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be relatad objectively to an 
event occurring efter the Impairment was recognised, the previously recognlsed impairment loss is reversed directly OR by 
adjusting an allowance account. The revereal does not result In a carrying amount of the finandaf asset that exceeds what 
the amortised cost would have been had the impairment not been recognised at Ihe date the impairment is reversed. The 
amount of the reversal is recognised in surplus or defidt. 

Financiai assets measured at cost: 

If there rs objectrve evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair vaiue because its feir value cannot be measured reiiably, the amount of the impairment loss is measured 
as the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted atthe current market rate of return for a simifarfinancial asset. Such impairment losses are not reversed. 
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1.6 Flnancial instruments (continued) 

Derecognition 
Flnancial assets 

The entity derecognises financial assets using trade date accounting. 

The entity derecognises a financial asset only when: 

* the contractual rlghts to the cash flows from the financiaf asset expire, are settied or waived; 

* the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; 
or 

* the entity, desprte having retained some significant risks and newards of ownership of the financial asset, has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its 
entirety to an unrelated thircf party, and is able to exerdse that ability unilaterally and without needing to impose 
additional restrictions on the transfer. tn this case, the entity ; 

- derecognise the asset; and 

- recognise separately any rights and obligations created or retained in the transfer. 

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred 
on the basis of their relative fair values at the transfer date. Newly created rlghts and obligatjons are measured at their fair 
values at that date, Any difference between the consideration received and the amounts recognised and derecognised is 
recognised in surplus or deficit in the period of the transfer. 

If the entrty transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right to 
service the financtal asset for a fee t it recognise either a servicing asset or a servicing liability fbr that servicing contract If 
the fee to be received is not expected to compensate the entity adequately for performing the servicing, a servicing liability 
fbr the servicing obligation is recognised at its fair value. If the fee to be received is expected to be more than adequate 
compensation fbr the servicing, a servicing asset is recognised fbr the serviring right at an amount determined on the basis 
of an allocation of the carrying amount of the largerfinandal asset. 

If, as a result of a transfer, a financial asset is derecognised in its entirety but the transfer results In the entity obtaining a 
new financial asset or assuming a new financial liability, or a servicing liabiElty, the entity recognise the new financial asset, 
financial liability or servicing liability at fair value. 

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the 
consideration received is recognised in surplus or defirit 

If the transferred asset i& part of a larger financial asset and the part transferred qualifies for derecognition in rts entirety, the 
previous carrylng amount of the larger financial asset is allocated between the part that continues to be recognised and the 
part that is derecognised, based on the relative fair values of those parts, on the date of the transfer. For this purpose, a 
retained servidng as&et is treated as a part that continues to be recognised. The difference between the carrying amount 
allocated to the part derecognised and the sum of the consideration received for the part derecognised is recognised in 
surplus or deficit 

If a transfer does not result in derecognition because the entity has retained substantially all the risks and rewards of 
ownership of the transferred asset, the entity continue to recognise the transferred asset in rts entirety and recognise a 
financial liability fbr the consideration received. In subsequent periods, the entity recognises any revenue on the transferred 
asset and any expense incurred on the financial liabllity. NeJther the asset, and the associated liability nor the revenue, and 
the associated expenses are offeeL 

Financial llabilltles 

The entity removes a finanrial liability (or a part of a financial liability) from its statement of finanrial position when it is 
extinguished — Le. when the obligation spedfied in the contract is discharged, cancelled, expires or waived. 

An exchange between an existing borrower and lender of debt instruments with substantially different terms is accounted 
for as havfng extinguished the original financial liability and a new financral liability is recognlsed. Simiiariy, a substantial 
modification of the terms of an existing financial liability or a part of it is accounted for as having extinguished the original 
financial liability and having recognised a new financial Irability. 
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1.6 Flnanclal instrumants (continuad) 

The difference between the carrying amount of e finandal liabifity (or part of a flnancfal liability) extinguished or transferred 
to another party and the consideration paid, including arry non-cash assets transferred or liabilities assumed, is recognised 
in surplus or deficit Any iiabilities that are waived, forgiven or assumed by another entity by way of a non-exchange 
transaction are accounted fbr in accordance with the Standard af GRAP on Revenue from Non-exchange Transactions 
(Taxes and Transfers). 

Trade and other recefvables 

Trade and other receivables are categorlzed as financial assets: ioans and recelvables and racognlsed at falr vafue and 
subsecfuentfy carried at amortised cost Amortised cost refers to the initial canying amount plus interest, less repayments and 
impairments. An estimate is made for doubtful receivables based on a review of al outstanding amounts at year-end. 

Signifrcant financial difficulties of the debfcor, probabilities that the debtor will enter bankruptcy or financial reorganization, and 
defeult or delinquency in payments (more than 150 days overdue) are considered indicators that the trade receivable is 
impaired. Impairments are determined by discounting expected future cash fiows to their present value. Amounts that are 
receivable within 12 months from the reporting date are classified as cunrent An Impairment of trade receivables is accounted 
for by reducfng the carrying amount of trade receivabies and the amount of the loss is reoognfsed in the Statement of Finandal 
Perfbrmance wlthin operating expenses. When a trade receivable is uncollectibfe, it is written off. 


1.7 Leasas 

A lease is classrfied as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A fease 
is dassified as an operating lease if it does not transfer substantiafly all the risks and rewards inddental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the dassiflcatlon of each element separately. 

Operating leases - leesor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased 
asset and recognlsed as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue overthe lease term on a straight-iine basis. 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line 
basis. 

Income fbr ieases is disclosed under nevenue in statement of finandal performance. 

Operating teasea - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease tenm, The differenoe 
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset 
or liabilrty. 

1.8 Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then 
their costs are their feir value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

inventories are measured at the lower of cost and current replacement cost where they are held fbr; 

• distribution at no charge or for a nominal charge; or 

• oonsumption in the production process of goods to be distributed at no charge or fbr a nominal charge, 

Net reaiisable value is the estimated seiling price in the ordinary course of operations less the estimatad costs of 
compfetion and the estrmated costs necessary to make the sale, exchange or distribution. 
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1.8 Inventories (contfnued) 

Current replacement cost is the costthe municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of converslon and other costs incumed in bringing the 
inventories to their present location and condition. 

The cost of inventories of rtems that are not ordinarily interchangeabie and goods or services produoed and segregated for 
specific projects is assigned using specific identification of the individual costs. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which 
the related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are 
distrrbuted, or related services are rendered. The amount of any write-down of inventories to net neaiisable vatue or current 
replacement cost and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. 
The amount of any reversal of any write-down of inventories, arising firom an increase in net realisable value or current 
replacement cost, are recognised as a reduction in the amount of inventories recognised as an expense in the period in 
which the reversal occurs. 

1.9 Accounts payable 

Consumerdeposits and creditors are initially stated at their nominal value. 

1.10 Impairmentof cash-generating assets 

Cash-generating assets are assets managed with the objective of generating a commerctal retum. An asset generates a 
commercial retum when rt is deployed in a manner consistent with that adopted by a profit-oriented entity. 

Impaimnent is a loss in the future economic benefits or service potential of an asset, over and above the systematic 
recognltion of the loss of the assefs future economic benefits or service potential through depneciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment iosses thereon. 

A cash-generating unft is the smallest identifiable group of assets managed with the objective of generating a commercial 
retum that generates cash inflows from contlnuing use that are largely independent of the cash inflows ffom other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income 
tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depneciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willlng parties, less the costs of disposaf. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
UsefuE Irfe is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipalrty. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follow: 
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1.10 Impalrment of cash-generating assets (continued) 

Identificatlon 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a cash-generatlng asset may be 
impaired. If any such indication exists, the munidpality estimates the recoverable amount of the asset 

Irrespectiva of whether there is any Indlcation of impairment the municlpality also test a cash-generating irrtangibie asset 
with an indefinrte useful life or a cash-generatlng Intanglble asset not yet available for use for impairment annualty by 
comparing Its carrylng amount with its recoverable amount. This impairment tast is performed at the same time every year. 
If an intangible asset was initialy recognised during the current neporting period, that intanglble asset was tested for 
impairment betbre the end of the current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present vahie of the esttmated future cash fiows expected to be derlved from 
the continuing use of an asset and from its disposal at the end of Its useful tife. 

When estimating the value in use of an asset, the municipalrty estimates the future cash infiows and outfiows to be derived 
from continuing use of the asset and from its ultimate disposal and the municlpallty applles the appropriate discount rate to 
those future cash flows. 

Discount rate 

The discount rate }s a pre-tax ratetnat refiects current market assessments of the time value of money, represented by the 
current risk-free rate of rnterest and the risks speciflc to the esset fbr which the future cash flow estlmates have not been 
adjusted. 

Recognition and measurement (Individual asset) 

If the recoverable amount of a cash-generating asset is less than Its carrying amount, the carrying amount of the asset is 
reduced to rts recoverable amount This reduction is an impairment loss. 

An Impalrment loss is recognised immediately In surplus ordeficit. 

Any impairment loss of a revalued cash-generatlng asset fs treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to 
which it relates, the municrpality recognises a liability only to the extent that is a requirement in the Standard of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted 
in future periods to allocate the cash-generating asset’s revised carrying amount, less fts residual value (If any), on s 
systematic basis over its remaining useful life. 
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1.10 Impairment of cash-generating assets (contlnued) 

Cash-generatlng unlts 

If there is any indication that an asset may be Impaired, the recoverable amount is estimated for the individual asset If it is 
not possible to estimate the recoverable amount of the individual asset, the municipality determines the recoverabie amount 
of the cash-generating unit to which the asset belongs (the assot's cash-generating unit). 

if an active market exists fbr the output produced by an asset or group of assets, that asset or group of assets is identified 
as a cash-genenating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or 
cash-generating unit are affected by intemal transfer pricing, the municipality use managements best estimate of future 
price(s) that could be achieved in arm’s length transactfons in estimating: 

• the future cash inflows used to determine the asset’s or cash-generating unifs value in use; and 

• the future cash outflows used to determine the value in use of any other assets or cash-generating units that are 
affected by the intemai transfer pridng. 

Cash-generating units are identified consistently from period to period fbr the same asset or types of assets, unless a 
change is justifled. 

The carrytng amount of a cash-generating unrt is determined on a basis consistent with the way the recoverable amount of 
the cash-generating unit i$ determined. 

An fmpainment loss is recognised for a cash-generating unit if the recoverable amount of the unit ts less than the carrying 
amount of the unit. The impainment is allocated to reduce the carrying amount of the cash-generating assets of the unrt on a 
pro rata basis, based on the carrying amount of each asset in the unit These reductions in carrying amounts are tneated as 
impairment losses on individual assets. 

In allocating an impairment loss, the entity does not reduce the carryrng amount of an asset below the highest of; 

• its fair value iess costs to sell (if determinable); 

• its value in use (if determinable); and 

• zero. 

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other 
cash-generating assets of the unit 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non- 
cash-generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable 
amount of the cash-generating unit. 
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1.10 Impairment of caah-generatfng aesets (contlnued) 

Reversal of impafrment loes 

The municipality assess at each reporting date whetherthene is any indicatlon that an impaimnent loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity 
estimates the recoverabJe amount of that asset 

An impairment toss recognlsed in prior periods for a cashrgeneratlng asset is reversed If there has been a change in the 
estimates used to determine the asset’s recoverable amount slnoe the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss for a caslvgenerating asset is recognised immediately in surplus or defidt. 

Any reversai of an Impairment loss of a revalued cash-generating asset ie treated as a revaluation increasa 

After a revereaj of an impairment loss is recognlsed, the depreclation (amortlsation} charge for the caslvgenerating asset is 
adjusted in fulure periods to allocate the cash-generating asset’s revised carrying amount, Jess its residual value (if any) t on 
a systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata 
with the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment 
losses for individuaf assets. No part of the amount of such a reversal fs allocated to a non-cash-generating asset 
contributing service potential to a cash-generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit the canying amount of an asset is not increased 
abovethe lowerof: 

• its recoverable amount (if determinable); and 

* the carrying amount that would have been determined (net of amortisatlon or depreciation) had no impairment 
foss been recognised fbr the asset in prior periods. 

The amount of the reversal of the Impaimnent loss that would otherwise have been allocated to the asset is allocated pro 
rata to the other assets of the unit. 

1.11 Impairment of non-cash-generatlng assets 

Cash-generating assets are assets managed with the objective of generating a commercial retum. An asset generates a 
commerclal retum when rt is deployed in a manner consistent with that adopted by a profit-oriented entity. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or servlce potential of an asset, over and above the systematic 
recognition of the loss of the assefs fiiture eoonomic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depneciation and accumulated impairment losses thereon. 

A cash-generating unrt is the smallest identifiable group of assets managed wrth the objective of generafing a commercial 
return that generates cash inflows from continuing use that are laigely independent of the cash inflows firom other assets or 
groups of assets. 

Costs of disposal are incrementa! costs dinectly attributable to the disposal of an asset, excluding finance costs and income 
tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over ite useful iife. 

Fair value less costs to seli is the amount obtainable from the saie of an asset in an arm's length transaction between 
knowledgeable, wiiling partles, lesa the coste of disposal. 

Recoverable service amount ls the hlgher of a non-cash-generating asset's feir value less costs to sell and its value in use. 
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1,11 Impairmentof non-cash-generating assets (contlnued) 

Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipallty; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Identification 

When the canrying amount of a non-cash-generating asset exceeds rts recoverable service amount, it is impaired. 

The municipality assesses at each reportlng date whether there is any indication that a non-cash-generating asset may be 
impaired. If any such indication exists, the munidpaiity estimates the recoverable service amount of the asset 

Irrespective of whether there Is any indication of impairment the entity also test a non-cash-generating intangible asset with 
an indefinite useful life or a non-cash-generating intangible asset not yet available for use for imparrment annually by 
comparing its carrying amount with rts recoverable service amount. This impairment test is performed at the same time 
every year. If an intangible asset was initially recognised during the current reporting period, that intangible asset was 
tested for imparrment before the end of the current reporting period, 

Value in use 

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets rennaining service 
potential. 

The present value of the remaining service potential of a non-cash-generating assets is determined using the following 
approach: 

Depreciated replacement cost approach 

The present value of the remaining servioe potential of a non-cash-generating asset is aetermmea as the depreciated 
repiacement cost of the asset The repfacement cost of an asset is the cost to replace the asset's gross servlce potential. 
This cost is depneciated to reflect the asset in its used condition. An asset may be replaced either through reproduction 
(replication) of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is 
measured as the reproduction or replacement cost of the asset whichever is lower, less accumulated depreciation 
calculatad on the basis of such cost, to reflect the already consumed or expired servioe potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an "optimised" basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be repiaced or reproduced is an 
overdesigned or overcapadty asset Overdesigned assets contain features which are unnecessary for the goods or 
services the asset provides. Overcapacity assets are assets that have a greater capacity than is necessaiy to meet the 
demand for goods or services the asset provides. The determination of the replacement cost or reproduction cost of an 
asset on an optimised basis thus reflects the service potential required of the asset. 

Recognition and measurement 

If the recoverable service amount of a non-cash-generatlng asset rs less than its carrying amount, the carrying amount of 
the asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An rmpainment loss is recognised immediately in surpius or deficit 

Any impairment loss of a revalued non-cash-generating asset is treated as e revaluatfon decrease. 

When the amount estimated fbr an impairment loss is greater than the carrying amount of the non-cash-generating asset to 
which Et relates, the munidpaiity recognises a liability only to the extent that is a requirement in the Standards of GRAP. 

After the recognition of an impaimnent loss, the depreciation (amortisation) charge fbr the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating assefs revised carrying amount, less its residual value (If 
any), on a systematic basis over its remaining useful life. 
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111 tmpafrment of non-cash-genorating aasots (contlnuod) 

Reversaf of an Impalrment foss 

The munidpaffty assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipality estimates the recoverabfe service amount of that a$set. 

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in 
the estimates used to determine the assefs recoverabie service amount since the iast impafrment lo$s was recognised. 
The carrying amount of the asset is fncreased to its recoverable service amount, The fncrease is a reversal of an 
Impairment loss. The increased carrying amount of an asset attribirtable to a reversal of an impairment loss does not 
exceed the carrying amount that would have been determined (net of depreciation or amortisation) had no impairment loss 
been recognised for the asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit 

Any reversaJ of an impairment loss of a revalued non-cash-generatfng asset is treated as a revaluatlon increase, 

After a reversai of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generatlng 
asset is adjusted in future periods to allocate the non-cash-generating assefs revised carrying amount less its residual 
value (if any), on a systematic basis over its remaining useful life. 

1.12 Share capital I contrfbuted capitaf 

An equity instrument is any contract that evidences a residual interest in the assets of an municipaiity after deducting all of 
its liabilities. 

1.13 Employee benefits 
Short-term employee beneflts 

The cost of short-term employee benefits, (those payable within 12 months afler the servlce 1$ rendered, such as paid 
vacation leave and sick leave, bonuses, and non-monetary benefits such as medicai care), are recogntsed in the period in 
which the service is rendered and are not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absenoe occurs. 

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is 0 legal or 
constructive obligation to make such payments as a result of past performanoe. 

Deflned coniributfon plans 

Payments to defined contribution retirement benefit plans are charged a$ an expense as they fall due. 

Payments made to Industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution 
plans whene the entity's obligation under the schemes is equivalent to those arising in a defined contribution retirement 
beneftt plan. 
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1.13 Employee benefits (contlnued) 

Defined benefrtplans 

For defined beneflt plans the cost of providing the benefits is determined using the projected credit method. 

Actuarial valuations are conducted on an annual basis by independent actuaries separateJy for each plan. 

Consideration is given to any event that couid impact the funds up to end of the reporting period whene the interim valuation 
is perfbrmed at an earlier date. 

Past service costs are recognised immediately to the extent that the benefits are already vested, and are otherwise 
amortised on a straight line basis over the average period until the amended benefits become vested. 

To the extent that at the begtnning of the financial period, any cumulative unrecognised actuarial gain or loss exceeds ten 
percent of the greater of the preserrt value of the projected benelit obligation and the fair value of the plan assets (the 
corridor), that portion is recognised in surplus or deficit over the expected average rsmaining service lives of participating 
employees. Actuarial galns or losses wlthin the corridor are not recognised. 

Gains or losses on the curtailment or settlement of a defined benefit plan is recognised when the entfty is demonstrably 
committed to curtailment or settlement 

When it is virtuafly certain that another party will reimburse some or all of the expenditune required to settle a defined benefit 
obligation, the right to reimbursement is recognised a$ a separate asset. The asset is measured at fair value. In all other 
respects, the asset is treated in the same way as plan assets. In surpius or deficit, the expense relating to a defined benefit 
plan is presented as the net of the amount recognised for a reimbursement 

The amount recognised in the statement of financial positron represents the present value of the defined benefit obJigation 
as adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduces by the fair value 
of plan assets. 

Any asset is limited to unrecognised actuarial losses and past service costs, plus the present vaiue of available refunds and 
reduction in future contributions to the plan. 

Other post retlrement obligations 

The entity provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some retirees. 

The entitlement to post-retiremerrt health care benefits is based on the employee remaining in service up to retirement age 
and the completion of a minimum service period. The expected costs of these benefits are accrned over the period of 
employment Independent qualified actuaries carry out valuations of these obligations. The entity also provrdes a gratuity 
and housing subsidy on retirement to certain employees. An annual charge to income is made to cover both these 
liabifities. 

1.14 Provlslons and contingencies 

Provisions are recognised when; 

* the municipality has a present obfigation as a result of a past event; 

* it is probable that an outflow of resources embodying economic benefits or service potential wiJI be required to 
settle the obligation; and 

* a refiable estimate can be made of the obligation. 

The amount of a prcvision is the best estimate of the expenditure expected to be required to settle the present obligation at 
the reporting date. 

Where the effect of time value of money is materia), the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks 
specific to the liability. 
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1.14 Provlelons and corrtingencles (contlnued) 

Where some or all of the expendHure nequlned to setde a provision is expacted to be reimbureed by another party, the 
reimbursement fs recognised when, and only when, it is virtually certain that reimbursement will be received if the 
municipality setdes the obligation. The reimbursement is treated as a separate asset The amourrt recognised for the 
reimbursement does not exceed the amount of the provfsion. 

Provisions are reviewed at each reporting date and adjusted to refiect the current best estimate. Provisions are reversed if it 
is no longer probable that an outflow of nesouroes embodying economic beneffts or service potential will be required, tso 
settle the obligatfon. 

Where discounting is used, the canrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interestexpense. 

A provision is used only forexpenditures fbr which the provision was originaliy recognised. 

Provisions are not recognised forfuture operating deficits. 

If an entity has a contract that is onerous, the present obligation (net of recoverfes) under the oontract is recognised and 
measured as a provision. 

A constructive obllgation to restructure arises only when an entity: 

* has a detailed fbrmal plan Ibr the restructuring, Iderrtifylng at least: 

- the activity/operating unit or part of a activity/operating unit concemed; 
the principal Jocations affected; 

the location, function, and approximate number of employees who wiil be compensated for services being 
terminated; 

- the expenditures that wfll be undertaken; and 
when the plan wlll be implemented; and 

* has raised a valid expectation in those affected that it will camy out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it. 

A nestructuring provision inctudes only the direct expenditures arising from the restructuring, which are those that are both: 

* neoessarily entaiied by the restructuring; and 

* not assoclated with the ongoing activities of the municipality 

No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed to the safe 
or transfer, that is, there is a binding arrangement 

After thelr initial recognition contingent liabilrtiee recognised in entity combinations that are recognised separately are 
subsequently measured at the higher of: 

■ the amount that would be recognised as a provision; and 

* the amount inrtially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disdosed fn note 38. 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for 
a loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified 
terms of a debt instrument. 

Loan commiiment is a firm commitment to provide credit underpne-specified terrns and conditions. 

The municipality recognises a provision for financial guarantees and loan commitments when It fs prabable that an outflow 
of resources embodying economic benefits and service potential will be raquired to settie the obligation and a reliabte 
estimate of the obligation can be made. 

Determining whether an outflow of resources is pnobable in relation to financial guarantees nequires judgement Indications 
that an outtiow of resources may be probable are: 

* financial difficulty of the debtor; 

- defaults or delinquencies in interest and capitai repayments by the debtor; 

* breaches of the terms of the debt instrument that result in it being payable eariier than the agreed term and the 
abilrty of the debtor to settle its obligation on the amended terms; and 
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1*14 Provfsions and contingencies (continued) 

• a dedine in prevailing economic circumstances (e.g. high Interest rates, inflation and unemployment) that impact 
on the ability of entities to repay their obligations, 

Where a fee is received by the munlcipalfty fbr issuing a financial guarantee and/or where a fee is charged on loan 
commitments, it is considered in determining the best estimate of the amount nequired to settle the obligation at reporting 
date. Where a fee i$ charged and the municipality considers that an outflow of economlc resources is probable, an 
municipality recognises the obligation at the higher ot 

• the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent 
Assets; and 

• the amount of the fee initially recognised less, whene appropriate, cumuJative amortisation recognised in 
accordance with the Standard of GRAP on Revenue from Exchange Transactions. 

1.15 Commitments 

Items are classifled as commitments when an entity has committed itself to futune transactions that wlll normally result in the 
outflow of cash. 

Disclosures are required in respectof unrecognised contractual commitments. 

Commitments for which disclosure is necessary to achieve a fair presentation shoufd be disclosed in a note to the financial 
statements, if both the following criteria are met 

• Contracts should be non-cancellable or only cancellable at significant cost (for example, contracts for computer 
or building maintenance services); and 

• Contracts shouid relate to something other than the rautine, steady, state business of the entity - therefore 
salary commitments relating to employment contracts or social security benefit commitments are excluded. 

• Commitments disclosed are inclusive cf VAT where suppliers are VAT vendors. 

1.16 Revenuefrom exchange transactlons 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result 
in an increase in net assets, other than increases relating to contributions ffom owners. 

An exchange transaction is one in which the municipality reoeives assets or services, or has liabillties extinguished, and 
directly gtves approximately equal value (primarily in the form of goods, services or use of assets) to the other party in 
exchange. 

Fair value is the amount for which an asset could be exchanged, or a liabifity settted, between knowledgeable, wllling 
parties in an arm's length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trada discounts and volume 
rebates. 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied; 

- the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

M the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

“ the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

- the costs incurred or to be incurred in respect of the transaction can be measured reliabiy. 
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1.16 Revenue from exchange transsetfone (contlnued) 

Rendering of servicos 

When the outcome of a transaction Involving the rendering of services can be estimated reliably, revenue a sso d ated with 
the transaction ie recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transacfion can be estimated reliably when all the foHowing conditions are satisfied; 

* the amount of revenue can ɓe measured reliabiy; 

‘ >t is probabte that the economic benefits or service potential assodated wlth the tiansaction will flow to the 
municipality; 

* the stege of completlon of the transaction at the reporting date can be maasured reliably; and 

» the oosts incurred fcr the tiansaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time ffame, revenue is recognised on a 
straight line basis over the spedfied time frame unless there is evidence that some other method better represents the 
stage of completion. When a spedfic act is much more significant than any other acts, the recognition of revenue is 
postponed until the significant act is executed. 

When the outcome of the transacfion invoiving the rendering of services cannot be estimated raHably, revenue is 
recognlsed only to the extent of the expenses recognised that ara recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by the proportion that coste incurred to date bear to the total estimated costs of the transaction. 

1.17 Revenue from non-exchange transactions 

Non-exchange transactions are defined as transactions where the entlty recelves value from another entity without dlrectly 
giving approximately equal value ln exchange. 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows resutt 
in an increase in netassets, otherthan increases nelating to contributions ffom owners. 

Fair value is the amount fcr which an asset could be exchanged, or a liability settled, between knowledgeable, willing 
parties in an arm's length transacfion. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume 
rebates. 

Government grante 

Government grants are recognised as revenue when: 

* ft ls probable that the aconomic beneflts or service potentiat associated wlth the transaction will flow to the 
munidpality, 

* the amount of the revenue can be measured reliably, and 

* to the exterrt that there has been compliance with any restrictions assodated with the grant 

The municipality assesses the degree of certainty attached to the flow of future economic benefits or service potential on 
the basis of the available evidence. Certain grants payable by one level of government to another are subject to the 
availability of funds. Revenue from these grants is only recognised when it is probable that the economic benefits or service 
potential associated wlth the transaction will flow to the entity. An announcement at the beginning of a financial year that 
grants may be available fcr qualllylng entities in accordance with an agreed programme may not be sufflcient evidence of 
the probabiltty of the flow. Revenue is then only recognised once evidence of the pnobability of the fiow beoomes avaflable. 

Restrictions on government grants may result in such revenue betng recognised on a time proportion basis. Where there is 
no restriction on the pertod, such tevenue is recognised on receipt or when the Act becomes effiective, wh'tch-ever is eariier. 

VVhen govemment remit grants on a re-imbursement basis, revenue is recognised when the qualifying expense has been 
incurred and to the extent that any other restrictions have been oomplled with. 
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1.18 Borrowfng costs 

Borrowing costs are Interest and otherexpenses incurred by an entity in connection with the borrowing of funds. 
Borrowing costs are recognlsed as an expense in the pertod in which they are incurred. 


1.19 Unauthorised expendlture 

Unauthorised expenditure means: 

* overspending of a vote or a main division within a vote; and 

• expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance 
with the purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the ststementoffinancial performance 
in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, 
and where recovered, it is subsequerrtly accounted for as revenue in the statement of financial performance. 

1.20 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
perfbmnance in the year that the expenditure was incurred. The expenditure is dassified in accordance with the nature of 
the expense, and where recovered, it is subsequently acoounted for as revenue in the statement of finandai perfbmnance. 

1.21 Irregularexpendfture 

Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure, incurred in 
contravention of or that is not in accordance with a requirement of any applicable iegislation, including - 

(a) this Act; or 

(b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulatlone made in terms of the Act; or 

(c) any provincial legislation providlng fbr procurement procedures in that provlncial govemment. 

Natlonal Treasury practioe note no. 4 of 2008/2009 which was issued in terrns of sections 76(1) to 76(4) of the PFMA 
requires the fbllowing (effective firom 1 April 2008): 

Irregular expenditure that was incurred and identified during the current finandal and which was condoned before year end 
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure 
register. In such an instance, no further action is also required with the exception of updating the note to the financial 
statements. 

Irregular expendrture that was incurred and identified during the current financial year and for which condonement is being 
awaited at year end must be recorded in the irnegular expenditure register. No further action is required with the exception 
of updating the note to the financial statements. 

Where irregular expenditure was incurred in the previous financial year and is only condoned in the fbllowing financial year, 
the register and the disclosure note to the financial statements must be updated with the amount condoned 

Irregular expenditure that was incurred and identrfied during the current financlal year and which was not condoned by the 
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liabiiity for 
the irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. 
Immediate steps must theneafter be taken to recover the amount from the person concemed. If recovery is not possible, the 
accounting officer or accounting authority may wrrte off the amount as debt impairment and disclose such in the relevant 
note to the financial statements. The irregular expenditure register must afso be updated accordingly. If the irregular 
expenditure has not been condoned and no person is liable in law, the expenditure related thereto must remaln agalnst the 
relevant programme/expendrture item, be disclosed as such in the note to the financial statements and updated accordingly 
in the irregular expenditure register 
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1.21 Irrogular expendltura (continued) 

Irregular expendituro is expenditure that is contrary to the Munidpal Finance Management Act {Act No.56 of 2003), the 
Mumcipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is In contravention of 
the economic entity’s supply chain management policy. Irregular expenditure exdudes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Perfbrmartce and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.22 Budget Informatfon 

Munidpality are typically subject to budgetary limlts in the form of appropriations or budget authorisabons (or equivalent), 
which is given effect through authorising legislation, appropriation or similar. 

General puipose finandal repordng by municipality shall provide informatlon on whether resources were obtained and used 
in accordance with the legalfy adopted budget 

The approved budget is prepared on a cash basis and presented by economic dassification linked to performanoe outcome 
objectives. 

The approved budget covere the fiscal period from 2016/07/01 to 2017/06/30. 


The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the 
budgeted amounts for the reporting period have been included in the Statement of comparison of budget and actual 
amounts. 

1.23 Related parties 

The munlcipality operates in an economic sector currently dominated by enfltles directly or indirectly owned by the South 
African Govemment. As a consequence of the constitutional independence of the three spheres of govemment in South 
Afiica, only enb'ties within the national sphere of government are considered to be related parties. 

Management aro those persons responsible for planning, directing and controlling the aotivities of the municipality, 
including those charged with the govemance of the municipaiity in accordance with legislation, in instances where they are 
required to perform such functions. 

Close members of the family of a pereon are consldered to be those family membere who may be expected to influence, or 
be infiuenoed by, that management in their dealings with the munidpality. 

Uthukela only transactions with related parties not at arm's length or not in the ordinary couree of business are disdosed. 

1.24 Events after reporting date 

Events after reporting date are those events, both favourable and unfavourable, that ocour between the reportrng date and 
the date when the financial statements are authorised for issue. Two types of everrts can be identified: 

• those that provide evidenoe of conditions that existed at the reporting date (adjusting events efter the reportlng 
date); and 

• those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date). 


The municipality will adjust the amount recognised in the financiaf statements to refleot adjusting events afterthe reporting 
date once the event occurred. 

The municipallty will disdose the nature of the event and an estimate of its financial effect or a statement that such estimate 
cannot be made in respect of all material non-adjusiing events, where non-disclosure could influence the economic 
decisions of users taken on the basis of the financial statements. 
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1.25 Newstandards and Interpretatlons 
Standands and interpretations issued, but not yet effectJve 

The municipality has not applied the following standards and interpretations, which have been published and are mandatory 
for the municipalrty's accountrng periods beginnlng on or after 01 July 2016 or later periods: 

• Grap 20: Related parties 

• GRAP32: Service Concession Arrangements: Grantor 

• GRAP108: Statutory Receivables 

• Grap 109: Standard of GRAP on accounting by principals and agents 
1.2G Transfers of functions between entities not under common control 

The objective of this standard is to establish accounting principles for the acquirer in a transfer of functions between entities 
not under common contnol. 

A transfer of functfons between entities not under common control is a reorganrsation and / or reallocation of functions 
between entities that ane not ultimately controlled by the same entity betbre and after a transfer of functions, In the event of 
a tmnsfer of functions between entities not under common controi, the assets and liabilities should be recognised (by the 
aoquirer) at their acquisition date fiair values.The diffenence between the amount of consideration paid, if any, and the 
carrying amounts of assets acquired and liabilities assumed should be recognised in accumulated surplus / (deficit), For a 
transfer of functions between errtities not under oommon control there are some specific recognition and measurement 
principles and exceptions to the recognition and measurement principles. 
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Figures in Rand 

2017 

2016 

2. Inventorfos 



Water on hand 

75,154 

195,779 

Chemicals 

622,177 

495,205 


697,331 

690,984 

Inventory is valued at lower of cost or net realisable value. 



3. Recelvables from non-exchange transactlons 



Agreement/Arrangement debtors 

3,439 

113,177 

Debtor-lnterest accrued 

105,771 

271,202 

Grant debtors 

712,336 

* 

Prepaid credrtors 

- 

101,342 

Sundry debtois 

11,864,895 

4,296,834 

Uthukela recelpting debtor 

4.384,502 

4,384,502 


17,070,943 

9,107,057 

4> VAT recelvable 



VAT 

15,770,979 

12,071,805 

VAT is prepared on a cash basis. Thls receivable is as a result of expenditure Incurred. 



5. Receivables from exchange transactions 



Gross balances 

Water 

88,700,028 

149,237,737 

Sewerage 

27,234,253 

48,674,538 

Consumer debtor - Vat payable 

26,484,340 

25,488,036 

Consumer debtor - f nterest 

51,848,881 

64,787,085 

Consumer debtor - payments in advance / adjustment 

(2,270,196) 

(2,078,539) 


193,997,306 

286,308,857 

Less: Allowance for Impalrment 

Water 

(45,246,733) 

(119,704,882) 

Sewerage 

(15,256,501) 

(41,428,831) 

VAT payable 

(19,104,656) 

(20,549,464) 

Interest 

(35,344,494) 

(50,571,708) 


(114,962,384) (232,254,885) 

Net balance 

Water 

43,453,295 

29,532,855 

Sewerage 

11,977,752 

7,445,707 

Consumer debtor - VAT payable 

9,379,684 

4,938,572 

Consumer debtor - Interest 

16,604,387 

14,215,377 

Consumerdebtor - payments in advance / adjustment 

(2,270,196) 

(2,078,539) 


79,044,922 

54,053,972 
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Figunes in Rand 


S. Receivables from exchange transactions (contlnued) 
Water 

Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
>121days 
Impairment 


Sewerage 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91-120 days 
>121 days 
Impairment 


VAT payable 

Current (0 -30 days) 
31 -60 days 
61 - 90 days 
91-120 days 
>121 days 
Impairment 


Interest 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91-120 days 
>121 days 
Impairment 


Payments in advance/ adjustments 

Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
121 - 305 days 


2017 

2016 

1,026,441 

2,445,207 

2,091,038 

2,346,163 

80.791,178 

(45.246,732) 

2,567,778 

2,215,882 

2,458,763 

1,540,283 

140,455,031 

(119,704,882) 

43,453,295 

29,532,855 

1,820,019 

255,090 

645,298 

687,785 

23,826,061 

(15,256,501) 

705.580 

633,850 

656,172 

555.262 

46,323,674 

(41,428,831) 

11,977,752 

7,445,707 

992,585 

374,072 

383,233 

423,744 

26,310,708 

(19,104,658) 

450,747 

392,282 

351,122 

257,426 

24,036,459 

(20,549,464) 

9,379,684 

4,938,572 

996,175 

985,361 

938,544 

917,220 

48,011,581 

(35,344,494) 

1,734,592 

1,717,318 

1,689,516 

1,711,302 

57,934,357 

(50,571,708) 

16,504,387 

14,215,377 

172,734 

(94,149) 

(67,692) 

(152,405) 

(2,128,684) 

(69,608) 

(128,864) 

(81,233) 

(80,726) 

(1,718,108) 

(2,270,196) 

(2,078,539) 
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Figures rn Rand 

2017 

2016 

5. ReceKvables from exchange tvansactione (continued) 

Summary of receivables by customer claseffication 



Domeetlc Consumers 

Current (0 -30 days) 

5,523,750 

3,476,988 

31 -60 days 

2,561,572 

3,465,923 

61 - 90 daye 

2,315,649 

3,308,080 

91 -120days 

2.602,926 

3,271,008 

>121 days 

116,477,446 

198,610,785 

Payments in advance / adjustment 

(1,634,823) 

(1,317,495) 


129,866,520 

210,815,289 

Less: Altowance for impairmenl 

(87,252,950) 

(197,860,688) 


42,613,570 

12,954,601 

Induatrlal/ commercial 

Current (0 -30 days) 

2,186,472 

655,680 

31 - 60 days 

198,700 

486,911 

61 - 90 days 

301,974 

649,267 

91 -120 days 

326,308 

444,071 

>121 days 

10,724,728 

19,936,587 

Payments in advance / adjustment 

(216,253) 

(287,149) 


13,521,929 

21,886,347 

Indigent 

Current (0 -30 days) 

1,114,628 

589,121 

31 - 60 days 

603,160 

614,778 

61 - 90 days 

658,478 

609,100 

91-120 days 

726,850 

581,023 

>121 days 

30,875,919 

35,352,830 

Payments In advanoe / adjustment 

(13,644) 

18,346 

Less: AJIowance for impairment 

(27,699,434) 

(34,394,196) 


6,267,957 

3,371,002 

Provincial govemment 

Current (0 -30 days) 

837,982 

1,064,171 

31 - 60 days 

676,297 

818,911 

61 - 90 days 

782,013 

718,827 

976,659 

91 -120 days 

802,869 

>121 days 

14,626,577 

8,416,646 

Payments in advanoe / adjustment 

(405,476) 

(493,380) 


17,234,220 

11,586,876 

Total 

Current (0 -30 days) 

4,841,169 

5,806,113 

31 - 60 days 

4,059,729 

5,388,523 

61 - 90 days 

4,058,114 

5,542,107 

91-120 days 

4,374,912 

5,098,970 

>121 days 

178,933,578 

266,553,684 

Payments tn advance / adjustment 

(2,270,106) 

(2,078,539) 


193,997,306 

286,308,858 

Less: Alfowance for impairment 

(114,952,384) 

(232,254,886) 


79,044,922 

54,053,972 

Lesa: Allowance for impairment 

Water 

(45,246,733) (119,704,881) 


36 






Umzinyathi District Municipaiity 

Annual Financial Statements fbrthe year ended 30 June 2017 


Notes to the Annual Financial Statements 


Figures in Rand 

2017 

2016 

5, Recelvables from exchange transacttons (continued) 

Sewerage 

VAT 

Interest 

(15,256,601) 

(19,104,656) 

(35,344,494) 

(41,428,831) 

(20,549,464) 

(50,571,709) 


(114,952,384) 

(232,254,885) 

Neither passed due or impaired 

Past due and impaired 

Past due and not impaired 

114,952,384 

78,464,063 

232,254,886 

62,043,235 


193,416,447 

294,298,121 

Reconclllation of allowance for impairment 

Balance at beginnlng of the year 

Contributions to allowance 

Debt impaimnentwritten off againstallowance 

(232,254,885) 

(11,758,125) 

129,060,626 

(201,322,780) 

(30,932,105) 


(114,952,384) 

(232,254,885) 

Credit quality of receivables 



The credit quality of receivabies (consumer debtors) that are nerther past nor due nor impaired can be assessed by reference 
to external credit ratings (if available) or to historical information about counterparty default rates. 

Ageing of the recelvables Impalred 



The ageing of these receivables impaired is as follows: 



3 to 6 months 

Over 6 months 

114,952,384 

232,254,886 

6. Cash and cash equivalents 



Cash and cash equivalents consist of; 



Cash on hand 

Bank balances 

Short-term deposits 

6,100 

4,006,920 

64,837,900 

4,100 

9,594,515 

51,336,721 


68,850,920 

60,935,336 


The munlclpallty had the following bank accounts 


Account number/ description 

FNB Current Cheque Account - (Main) 62358106279 
FNB Water Account - 62358438044 
FNB 7 Days Notice Account - 74321014438 
ABSA Investment Account - 92553667878 
FNB Investment Account - 62353578564 
RMB Call Investment Account - 021900664 
Nedbank Investment Account - 7337000049 
Investec bank Investment Account -1100461826502 
Investec bank Investment Account -1100461826503 
Standard Bank Account- 308632095 
Standard Bank Account- 035517239 
Petty Cash Account 

Total 


Bank statement balances Cash book baiances 


30 June 2017 

30 June 2016 

30 June 2017 

30 June 2016 

4,002,332 

9,586,844 

3,996,920 

9 t 584,515 

10,000 

10 t 000 

10,000 

10,000 

11,101,077 

36,277,794 

11,101.077 

36,029,896 

- 

1,200,520 

- 

1,199,896 

4,825,783 

2 t 873,908 

4,825,783 

2,859,376 

9 f 106 

58,138 

9,058 

57,829 

20,969 

1,076,260 

20,969 

1,068,421 

44,585,972 

8,948,329 

44,585,972 

8,948,329 

20,431 

19,104 

20,431 

19,104 

4,273,479 

1,153,870 

4,273,479 

1,153,870 

1,218 

- 

1,130 

* 

- 

4,100 

6,100 

4,100 

68,850,367 

61,208,867 

68,850,919 

60,935,336 
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A register containing the infbrmation required by section 63 of the Municipal Finance Management Act is avaiiable for inspection 
at the registered office of the municipality. 
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Figures in Rand 




2017 

2016 

8. Investment propeity 


2017 



2016 


Cost 

Accumulated 

Carrying value 

Cost 

Accumulated 

Carrying value 


depreciation 



depreciation 

Investment property 1,160 t 845 

(312,492) 

848,353 

1,160,845 

(266,059) 

894,786 

Reconciliation of investment property - 2017 



Opening 

balance 

Depreciation 

Total 

Investment property 



894,786 

(46,433) 

848,353 

Reconcilfation of in vestment property - 2016 



Opening 

balance 

Depreciation 

Total 

Investment property 



944,620 

(49,834) 

694,786 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for inspection 
at the registered office of the municipality 


The direct operating expenses (includlng repairs & maintenance) arising from investment property is NIL. 
Rental income from rnvestment property is disclosed on note 19. 
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9. Property, plant and equlpment (continued) 


Reconclllation of Work-in-Progness 


Opening balance 
Additions: Infrastructure assets 
Additions: Building 
Traneferred to oompleted items 


664,927,276 510,309,292 

222,362,872 194,411,266 

14,478,194 20,166,825 

(12,096,046) (59,960,108) 

889,672,296 664,927,275 


This matter is brought to the attention of the users that fhe Greytown bulk water supply project has not been completed to Hnto 
with a carrying working in progress value of R217 284 922, due to many delaying matters, one of the matters being the under 
performanoe of four contractors who were subsequerrtiy terminated. 

10, Irrtangible assets 



2017 


2016 

Cost 

Accunnulatad Carrying value 
amortisation 

Cost 

Accumulated Carrying value 
amortlsation 


Computer software, other 3,788,068 

(3,239,173) 

548,895 

3,603,997 

(2,342,315) 

1,261,682 

Recondllatlon of Intanglble aasete - 2017 


Opening 

Additions 

Disposals 

Amortisation 

TotaJ 

Computer soflware, other 

bslance 

1,261,682 

187,616 

(3,545) 

(896,856) 

548,895 

ReconclllatJon of Intanglble assete * 2016 

Opening 

Additions 

Disposals 

Transfers 

Amortisation 

Total 

balsnce 

Computer software, other 167,791 

14,842 

(2,650) 

1,119,099 

(37,400) 

1,261,682 


The carrying value of intangile assets disclosed relate 1o computer software of R744 096. 

11. Interestlnjointventures 


Name of company 

uThukela Water (Pty) Ltd 

Listed/ 

Unllsted 

Unlisted 

Carrying 

amount2017 

304,087,773 

Carrying 
amouni 2016 
335,636,255 

Reconclllatfon of Interest f n Joint Venture 

Opening ɓalanoe 

Share of (Deficit} / Surplus 


335,636,255 

(31,548,482) 

377,542,227 

(41,905,972) 

Share of joint venture at 90/06/2017 


904,087,773 

398,696,266 

12. Short term portion of long term liability 




Uthukela Water Pty (Ltd) 


* 

9,041,025 

DBSA t Endumeni loan 


1,104,197 

524,179 



1,104,107 

9,566 4 204 
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13. Payables from exchange transactions 


Trade payables 
Accrued leave pay 
Accrued expense 
Retention held suspense 


4,771,550 2,032,645 

10,792,492 10,089,562 

36,114,896 59,221,174 

13,810,719 12,578,429 

67,489,657 83,921,810 


The fair value of trade and other payables approximates their carrying amounts. 

14. Consumer deposits 

Water 467,239 491,712 


The Consumer deposits relates to monies paid fbr connections befbre any services could be rendered. 
These amounts relates to prior period deposits. 

15. Unspent conditional grante and recelpts 
Unspent condltional grants and recelpts comprlses of: 


Municipai Infrastructure Grant 

- 

12.967,733 

Rural Transportation Infrastructure Grant 

547,492 

- 

Expended Pubiic Works Programme Grant 

- 

21,554 

COGTA Rural Development 

- 

289,088 

Environmental Management Framework Grarrt 

- 

426,512 

WaterServices Operating Subsidy Grant 

* 

3,650,000 

Reglonaf Bulk Infrastructure Grant 

29,536,792 

- 

Water Services Infrastructure Grant 

6,634,773 


Development Planning Shared Services Grant 

30,433 

6,972 


36,749,490 

17,361,859 

1G. Long term liabilitfes 

Long term liability DBSA / Endumeni loan 


1,028,799 

uThukela Water Creditor-Long T 

64,191,401 

64,191,401 


64,191,401 

55,220,200 


Uthukela Water (Pty) Ltd was formed by 3 municipalities with each municipality having a share-holding, when Uthukela Water 
(Pty) Ltd was dissolved the munidpalities had then gotten functions no longer honoured by Uthukela Water (Pty) Ltd. 

Umzinyathi had financial constraints which lead the municipality into not being able to honour the Water Service Provider 
agreement inovices with Uthukela Water (Pty) Ltd. 


Development Bank of South Africa Loans 

Opening 

Interest 

Caprtal 

Carrying 

balance 

capitalised 

repaymerrt 

value @ 30 
June 2017 

DBSA/uThukela Loan 

9,041,025 

347,567 

(9,388,592) 

- 

DBSA/Endumeni Loan 

1,552,978 

307,272 

(756,054) 

1,104,196 

Subtotal 

10,594,003 

654,839 

(10,144,646) 

1,104,196 


10,594,003 

654,839 

(10,144,646) 

1,104,196 
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17. Employee beneflt obligatlone 

The amounts recognteed in the statement of financial positlon are as follows: 


Carrying value 

Present value of ttie defined benefit obligatlon-parUy or wholly funded 

Fair vaiue of plan assets 

(18.661,000) 

(5,561,000) 

(20,615,000) 

(4,883,000) 


(24,222,000) 

(25,498,000) 

Changes in the present value of the defined benefit obligatlon are as folows: 



Opening balance 

Current service cost and interestcost 

Benefits paid 

Actuarial loss or(gain) 

(20,615,000) 

6,601,702 

311,649 

(4,959,351) 

(14,071,000) 

(2,192,000) 

278,165 

(4,630,165) 


(18,661,000) 

(20,616,000) 

Changes in the present value of the deftned beneflt obllgatlon are as followa: 



Opening balance 

Current service cost and interest cost 
ɓenefits paid 

Actuarial (loss) or gain 

(4,883,000) 

(1,114,630) 

600,630 

(164,000) 

(4,119.000) 

(920,000) 

307,000 

(151,000) 


(5,661,000) 

(4,883*000) 
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Figures in Rand 

2017 

2016 


17. Employee benefit obligations (continued) 

Key assumptlone used 

Assumptions used at the reporting date: 

Disoount rates used 
Medical costtrend rates 
Net effective discount rate 

Tlhe basis on which the discount rate has been determined is as follow: 

Dlscount Rate- GRAP 25 defines the determination of the Discount rate assumption to be used as follows: The discount rate 
that neflects the time value of money is best approximated by referenoe to market yields at the reporting date on government 
bonds. Where there is no deep market in govemment bonds wrth a suffidently long maturity to match the estimated maturity of 
all the benefit payments, an entity uses current market rates of the appropriate term to discount shorter term payments, and 
estimates the discount rate fbr longer maturities by extrapolating cunent market rates along the yield curveWe used the nominal 
and real zero curves as at 30 June 2017 supplied by the JSE to determine our discount rates and CPi assumptions at each 
reievant time period. In the event that the valuation is perfbrmed prior to the effective valuation date t we use the prevailing yieid 
at the time of performing our calculations. We have changed this methodology from a point estimate in order to pnesent a more 
accurate depiction of the liability. 

Medical Aid Inflatlon 

The Medlcal Aid Contribution Inflation rate was set with reference to the past relationship between the (yiekJ curve based) 
Discount Rate for each relevant time period and the (yield curve based) Medical Aid Contribution Inflation fbr each relevant time 
period. South Africa has experienced high health care cost inflation in recent years. The annualised compound rates of increase 
fbr the last ten years show that registered medical aid schemes contribution inflation outstripped general CPI by almost 3% year 
on year. We do not consider these incneases to be sustainable and have assumed that medical aid contribution increases 
would out-strip general inflation by 2% per annum over the foreseeable future. 

Average Retlrement Age 

The average retirement age for ali active employees was assumed to be 63 years. This assumption implicltly aflows for ill-health 
and early retlrements.. 

Normal Retirement Age 

The normal retirement age (NRA) for all active employees was assumed to be 65 years. 

Mortality Rates 

Mortality befbre retirement has been based on the SA 65-90 mortality tables. These are the most commonly used tables in the 
industry. Mortalrty post-employment (fbr pensioners) has been based on the PA (90) ultimate mortality tables. No explicit 
assumption was made about additionai mortaljty or health care costs due to AIDS. 

Spouses and Depondants 

We assumed that the marital status of members who are curnently man-ied will remain the same up to retirement It was also 
assumed that 90% of all single employees would be married at retirement with no dependent children. Where necessary it was 
assumed thatfemale spouses would be five years younger than their male spouses at retirament and vice versa.t 

Financlal Variablea 

Discount rate 

Normal salary increase rate 
Net effective discount rate 

Normal Salary Inflation Rate 

We have derlved the underlying future rate of consumer price index inflation (CPI inflation) from the relationship between the 
(yield curve based) Conventlonal Bond Rate fbr each relevant time period and the (yield curve based) Inflation-linked Bond rate 
fbr each relevant time period. Our assumed rate of salary infiation was set a$ the assumed value of CPI plus 1%. The salaries 
used in the valuation incfude an assumed increase on 01 July 2017 of 7.36%. The next salary increase was assumed to take 
place on 01 Jufy 2016. 


8.50 % B.50 % . 

9.10 % 9.10 % 

0.55 % 0.55 % 


9.60 % 9.60 % 

9.10% 9.10% 

0.46 % 0.46 % 


45 



Umzinyathi District Municipality 

Annual Financial Statements fcr the year ended 30 June 2017 

Notes to the Annual Financial Statements 

Figures in Rand _2017_2016 


17. Employee benefit obligatlotis (continusd) 

Withdrawal assumption 

The table below shows the annual withdrawal rate for the current and previous valuation, differentiated by age 


Age 

Withdrawal 

Withdrawal 

Withdrawal 

Withdrawal 

Rate Males % 

Rate Females Rats Males % 

% 

Rate Females 
% 

20-24 

16 

24 

16 

24 

25-29 

12 

18 

12 

18 

30-34 

10 

15 

10 

15 

35-39 

8 

10 

8 

8 

40-44 

6 

6 

6 

6 

45-49 

4 

4 

4 

4 

50-54 

2 

2 

2 

2 

55-59 

1 

1 

1 

1 


Long Servtce Awards Llabllitles 

Long service benefits are awarded in the form of a number of leave days awarded once an employee has completed a certain 
number of years in service. We have converted the awarded leave days to a percentage of annual aalary by assuming there are 
250 worldng days per year. The expected value of each employee’s long service award is projected to the next interval by 
allowing fcr future salary growth. The table below contains a summary of the benefit policy: 


Completed Years of Service 


10 

15 


Total Long Service 
Benefit Award (% of 
Annual Salary) 

4% 

8% 


Formula used to 
calculate Total Long 
Service Benefit Award 
(10/250}*Annual Salary 
(20/250}*Annual Salary 


20, 25, 30, 35, 40, and 45 


12 % 


(30/250)*Annuel Salary 


Membershlp Data 

Membership Data- The key features of the membership data used in the current and prior valuation are summarised below; 


Current Employees 

Males 

Females 

Maies 

Females 

Number of active employees 

91 

67 

88 

80 

Subsidy weighted average age 

43,9 

40 

42,7 

39,2 

Subsidy weighted average past servioe 

9,2 

8,2 

8,5 

8,5 

Numberofspouses 

31 

20 



Average annual salary in rands 

1880 

1860 

1200 

1200 

18. Servlce charges 





Water re-connection fee 



44,293 

54,377 

Sewerage and sanitation charges 



10,456,127 

9,319,270 

Sewerage / Water new connection fee 



360,964 

526,992 

Sale of water 



33,757,210 

31,132,384 

Cost of free basic services 



(511,920) 

(475,908) 


44,106,674 40,557,115 
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19» Rerrtal of facilities and equlpment 


Rental of Premises:; 

Rental Of Staff Houses; 

400,606 

67,200 

406,159 

67,200 


467,706 

473 f 359 

The amount received on the investment property fbr rental of premises owned by the municipality totals to R467 706. 

20. Interest eamed- outstandlng debtors 

Interest eamed- outstanding debtors 

11,556,733 

19,331,660 

21. Otherincome 



Insurance claim refunds 

Profit on sale ofasset 

Sale of tender documents 

117,055 

107,862 

3,788 

272,176 


224,907 

276,964 

22. Investment revenue 



Interest revenue 

Bank 

SARS intenest 

12,920,588 

7,975,966 

31,851 


12,920,688 

8,007,817 


47 


Umzinyathi District Municipality 

Annual Financial Statemerrts for the year ended 30 June 2017 

Notes to the Annual Financiai Statements _ 

Figures in Rand 2017 2016 


23. Govemment grants and subsidies 

Operatlng grants 
Equitable share 
LGSETA Training Grant 
Operational Govemment Grants 


Capital grants 

Capital Govemment grants 


263,531,554 

240,374,000 

191,507 

12,806 

8,024,376 

3,138,998 

271,747,437 

243,826,304 

349,983,677 

463.306,256 

621,731,114 

706,832,060 


Equltable Share 

ln terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community membere. 
All registered Indigents receive a monthly subsidy of 6 kOo litres @ R 6.33 excl of Vat, which is funded fram the grant 

MIG 

Balance unspent at beginning of year 
Current-year receipts 

Conditions met - transfemed to revenue (Current year allocation) 

Conditions met - transferred to revenue (Approved rollover) 


12,967,733 

181,064,000 203,835,000 

(181,064,000) (190,867,267) 
(12,967,733) 


12,967,733 


Condltfona 

Municlpafiiies must prioritise MIG fbr eligible beneficiaries and infrastructure that includes; basic residentia! infrastnjcturefer the 
poor for water, sanitation, roads, waste management, streetlighting, oommunity facilities as well as associated municipal bulk 
and connector infrastructure new or upgrading of munielpal bulk, connector and reticulation infrasiructure to support existlng 
areas and the formalisation of setttements renewal of eligible infrastructure servicing the poor subject to the confirmaBon by the 
relevant sector department of the state of infrestmcture and a commitment from the municipaiity of how on-going operations and 
mamtenanee of the renewed infrastructure wili be funded and performed maintenance of roads infrastructure mainly servicing 

ino nnnr ' - 


The unspent grant and the current year reciept were used to fund expenditure during the current year and thus accordinglv 
reoogmsed as revenue, 

Rural Transport Servlces Infraetructure Grant 


Current-year receipts 

Condit'ons met - transferred to revenue 


2,183,000 2,124.000 

(1,635,508) (2,124,000) 

647,492 


Conditions 


Distnct munidpalities must provide local municipaiities with vaiidated infbrmation from the condftion data collected to enable 
mumcipalities to identify and prioritise road maintenance requirements within their own budgets, to improve the condition and 
extend the lifespan of road infrastructure. District municipalities must participate in grant management structures indudinn 
attending quarterly rural RAMS meetings. “ 

Conditions still to be met - remain liabilities (see note15). 
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23. Govemment grants and subsidfes (continued) 

Asisukume Maize Mill 

Current-year receipts - 61,382 

Conditions met - transferred to revenue - (61,382) 


Conditions 


Asiskume maize mlll is assigned to assist the municipality in the development of the municipal economic agricultural sector. 

Expanded Public Works Programme Grant 


Balance unspent at beginning of year 
Cument-year receipts 
Conditions met - transferred to revenue 
Adjustments: Roll-over not approved 


21,554 

2,350,000 3,434,000 

(2,350,000) (3,412,446) 

(21,554) 


21,554 


Conditions 

EPWP projects must comply with the project selection criteria determined in the EPWP grant manual, the EPWP guidelines set 
by Department of Public Works (DPW) and the Minfsterial Determination updated annually on 1 November each year Eliglble 
municipatities must sign a funding agreement with the DPW before the first grant disbursement, wvth their final EPWP project 
list attached.Reports must be loaded on the EPWP reporting system within 15 days after the end of every quarter in order for 
progress to be assessed. Municipalities must maintain beneficiary and payroll records as specified in the audit requirements in 
the EPWP grant manual.The EPWP grarrt cannot be used to fund the costs of permanent municipal personnel; however, a 
maximum of 11 ve per cent of the grant can be used to fund contract based capadty required to manage data capturing and on- 
site management costs related to the use of labour intensive methods. The EPWP grant can only be utilised for EPWP 
purposes, for the projects approved in each municipality's EPWP project list. To receive the first planned grant disbursement, 
ellgible municipalities must submit a signed Incentive. Subsequent grant disbursements are conditional upon eligible 
munidpalltles reporting quarterly on EPWP perfonmance within the required timeframes. Municipalities must implement their 
approved EPWP project list and meet agreed job creation targets. EPWP brandlng must be incorporated on any existing 
signage as per corporate identity manual. 

National Treasury did not appnove the rollover of the unspent grant of R21 554, which was returned to the National Revenue 
fund in the curnentyear. 

COGTA Rural Development Grant 

Balance unspent at begfnning of year 
Conditions met - transferred to revenue 

289,088 


289,088 289,799 

(289,088) (711) 


Conditions 

The Development grant is assigned to assist the municipality in the development of the municipal economic sector, 

Mtshongweni Veg Project 

Balance unspent at beginning of year 
Conditions met - transferred to revenue 


70,389 

(70,389) 


Conditions 
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23. Govemment grants and subsldies (contlnued) 

Mtshongweni vegetable project ls assigned to assist the municipaiity in the deveiopment of the munidpal economic agricultural 
sector. 
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23. Govemment grants and subsldies (continued) 

Municipal Water Infrasfructure Grant 

Currerrt-year receipts _ 76,250,000 

Conditions met - transferred to revenue - (78,250^000) 


Conditions 

Municipalities must submit business plans signed off by tha Accounting Officer in line with their Water Services Development 
Plans (WSDP). The Department of Water and Sanitation (DWS) must approve the business plans befbre projects can be 
implemented WSAs may only spend funds in line with approved business plans WSA must submit monthly financial and 
quarterly non-financial reports to DWS. All projects funded must be aligned to t and not duplicate, any existing or planned 
pnojects funded ffom other conditionai grants or municipal own funds. Funds must be neflected on the capital budget of the 
municipality Grant funds may not be spent on operations and routine maintenance. Municipalities must demonstrate in the 
business plan how they plan to fund and manage the infrastructure over the long term. 

Rural Househols Infrastructure Grant 

Current-year receipts * 4,300,000 

Conditions met - transferred to revenue . (4,300,000) 


Conditions 

Munrcipalities must submit business pians approved by the Accounting Officer (AO), in accordanoe with their Water Services 
Development Plans (WSDPs). Fund training for beneflciaries on health and hygiene practices and how to use the fecilities and 
perform basic maintenance. Target the provision of on-site sanitation facilities to rural households not rntended fbr connector 
servlces. The design of sanltation facilities has to be consistent with South Affican National Standards norms and standards. 
The implementation of the programme must include training of communities on their responsibilities with regard to the outcomes 
of the programme and health and hygiene awareness training. 

DEsaster Management Grant 

Balance unspent at beginning of year 
Current-year receipts 
Conditions met- transferred to revenue 


3,296,033 

5,000,000 

(8,296,033) 


Conditions 

Municipalities must undertake to utilise the grant exdusively for purposes of the project in accondance with the business plan, 
provided that the Department may conduct an audit at any stage during the term of the agreement or after termination thereof. 

Envlronmental Management Framework Grant 

Balance unspent at begrnnrng of year 426,512 1,000,000 

Conditions met - transferred to revenue (426,512) (573i488) 

_ - 426,512 


Conditions 

The environmental management framework grant is assigned to assist the municipality in the development of the municipal 
environmerrt management framework pfan. 
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23. Govemment grants and subsidles (continued) 

Water Services Operatlonal Grant 

3,650,000 

3,650,000 

(3,650,000) 

_ - 3,660,000 


Conditions 


Balance unspent at beginning of year 
Current-year receipts 
Adjustments: Roll-over approved 


Funds transferred to WSAs must be utilised in line with the approved business plan, The grant may be used to fund 
refurbishment of water services schemes transferred to WSAs. All receiving municipalities and WSPs wiil be required to adhere 
to the Transfer Agreements (TA) with, DWS and all subsequent addendums. Receiving municipalities must demonstrate that 
appropriate operations and maintenance measures are in place to ensure the sustainability of transferred water services 
schemes. Progress reports on the grant must be submltted on a monthiy, quarterly and annual basis. National Treasury did not 
approve the rollover of the unspent grant of R3 650 000, which was retumed to the National Revenue fund in the current year. 

Reglonal Bulk Infrastructure Grant 

Current-year receipts 
Conditions met - transferned to revenue 


29,536,792 


106,377,000 66,600,866 

(76,840,208) (86,800,866) 


Condrtions 

The Regional Bulk Infrastructure Grant (RBIG) is intended to fund the sodal component of ragionai bulk water and waste water 
projects approved by the Department of Water and Sanitation (DWS), uniess aiguments fbr exemption based on affbidability 
are recommended by DWS and approved by National Treasury. This grant can be used to build enabiing infrastructure required 
to connect or protect water resources over significant distances with bulk and reticulation systems. The need for a bufc 
mfrastrudure solution must be confirmed and aceepted by DWS through the regional bulk master planning process. A financing 
plan wrth assoclated co-fending agreements must be in place prior to implementation of RBIG funded projects, All sources of 
fending fbrthe fuJI oost of the pr^ect must be outlined in the IRS and the funding agreement RBIG payments wllf be made (IA) 
based on invoices fbr work done. All projects must be aligned with and referenced to Integrated Development Plans (IDPs) and 
Water Services Development Plans (WSDPs) ss well as a detailed plan which shows alignment of RBIG projects with ftiose 
funded through the Municipal Infrastructure Grant, Municipal Water Infrastructure Grant and the Water Services Operating 
Subsidy Gnant .A transfer plan must be developed and agreed to prior to the oommencement of any new prajects. 

Conditions still to be met - remain liabilities (see note 15). 

Water Services Infrastructre Grant 

Current-year neceipts 
Conditions met - transferred to revenue 


6,634,773 


84,111,000 

(77,476,227) 


Conditions 

T° fecflltate the planning and Implementation of various water and sanitation prqjects to accelerate backlog reduction and 
Improve the sustalnability of services in prioritised distirict munlcipalities, especially in rural munlcipalities. Provide Interim 
intermediate water and sanitation senrices that ensure proviEion of services to identified and prioritised communities, including 
thraugh spring protection, drilling, testing and equipping of boreholes and on-site solutions.To support drought relief proiects in 
affected munidpalities. 

Conditions stflJ to be met - remain liabilrties (see notelS) 
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23* Government grants and subsldies (continued) 

Munlclpal Systems Improvement Grant 

Currentyear receipts - 940,000 

Conditions met - transfemed to revenue - (940,000) 


Conditions 

Municipalities must submit to the Department of Cooperative Govemance (DCoG) signed activity plans in the prescribed fomnat 
with detailed budgets and timeframes for the implementation of prioritised measurabie outputs, in line with the outputs of this 
grant. Only projects from the activity plans approved by DCoG will be funded from this grant 

Flnandal Management Grant 

Current-year receipts 
Conditions met - transferred to revenue 


1,250,000 1,250,000 

(1,250,000) (1,250,000) 


FMG funds can be used towards the following: establishment of a ɓudget and Treasury Office (BTO) with positions filied by 
appropriateiy qualified personnef establishment of SCM capadty, an Intemal Audit unit and Audit Committees, at least ffve 
intems appointed over a multi-year period on-going review, revision and submission of FMG support plans to National Treasury 
that address weaknesses in financial management acquisition, upgrade and maintenance of financial management systems to 
produce multl-year budgets, in-year reports, Service Delivery and Budget Implementation Plans, Annual Finandai Statements, 
annual raports and automated financial management practices Including the municipal Standard Chart of Accounts reviewand 
adoption of a delegation system support the training of municipal officials in financial management towards attaining the 
minimum competencies, as regulated in Govemment Gazette 29967 of June 2007 preparation and timely submission of annual 
financral statements for audits support implementation of corrective actions to address audit findings in municipalities that 
recerved adverse and disclaimer opinions technical support in ffnancial management to municipaiities must include the transfer 
of skills to municipal officials, the preparation of a finandai recovery plan and the implementation thereof, whene appropriate, 
implementation of financial management refomis and addressing shortcomings identified in the Financial Management 
Capability Maturity Model (FMCMM) Assessment Report fbr that munrcipality, ensuring timely submfssion of the FMG support 
plan consistent with the conditions of the grant, Regular, timely submission of reports with completed infbrmation, Expenditure 
must be maintained at appropriate levels. 

Drought Relief Grant 

Current-year receipts 1,070,740 69,446,649 

Conditions met - transferred to revenue (1,070,740) (69,446,649) 


Drilling of production boreholes in Greytown area and to fund water tankers in areas affected by the drought wrthin the district 


Shared Services Development Grant 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


6,972 

400,000 250,000 

(376,539) (243,028) 

30,433 WJ72 


Conditions 

Optrmise planning function and resources in tne district to increase efficieny and to reduce cost of service. Create an 
environment of learning where jounior and inexperienced staff can be mentored by more senior officials. Promote continuity 
where the loss of one staff member should not disprut services. Promote integration and alignment (IDP-Spatialsetc). 

Conditions still to be met - remain liabilities (see note 15). 
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23. Government grants and subsldles (contlnued) 
Opathe/Umgungundlovu 


Current-year receipts 

Conditlons met - transferred to revenue 


Building of water infrastructure from the Umzlnyathl dlstrict to the Umgugundlovu dlstrict. 

24 . Revenue 

Govemment grants & subsidies 
Actuarial gain from post retirement benefit 
interest eamed- outstanding debtors 
Interest received - investment 
Other income 
Transfer/Donation received 
Rental of fadlrties and equipment 
Service charges 


Interest eamed- outstanding debtors 
Interest recelved - investment 
Other income 

Rental offacilities and equipment 
Service charges 

The amount included in revenue arislng from exchanges of goods or services 
are as foDows: 


The amount included In revenue arfsing from non-exchange transactlons is as 
followvs: 

Actuarial gain post retirement beneflt 
Transfer/Donation received 
Transferrevenue 
Govemment grants & substdies 


2,239,944 19,611,105 

(2,239,944) (19,611,105) 


- 

- 

621,731,114 

706,832,060 

1,642,351 


11,556,733 

19,331,660 

12,620,588 

8,007,817 

224,907 

275,964 

5,291,853 


467,706 

473,359 

44,106,674 

40,557,115 

697,941,926 

776,477,975 

11,556,733 

19,331,660 

12,920,588 

8,007,817 

224,907 

275,964 

467,706 

473,359 

44,106,674 

40,557,115 

69,276,608 

68,645,915 


1,642,351 

- 

5,291,853 

- 

621,731,114 

706,832,060 

628,665,318 

706,832,060 


Transfer/Donations recelved fram COGTA 
above. 


(Disaster Management) for fire service trucks amounting to the value disclosed 
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25. Employee related costs 


Basic 

75,213,952 

67,162,560 

Bonus 

5,474,733 

4,563,392 

Defined contribution plans 

10,254,008 

8,736,864 

Housing benefits and allowances 

1,573,388 

1,705,676 

Leave provision 

2,401,789 

3,084,051 

Medical aid - company contributions 

3,909,966 

3,251,880 

Overtime payments 

7,219,673 

8,971,481 

SDL 

967,752 

913,752 

Shift allowance 

2,064,616 

1,798,497 

Travel, motorcar, accommodation, subsistence and other allowances 

3,491,750 

4,198,134 

UIF 

597,051 

587,440 


113,168,578 

104,973,727 

Remuneratlon of Munlcipal Manager 

Annual remuneration 

1,015,384 

772,704 

Performance bonus 

_ 


Travel and other aliowances 

372,056 

270,024 

ActJng allowance 

94,210 

64,924 

Contributions to UIF,medical and pension funds 

14,827 

62,250 


1,496,477 

1 »169,902 


The Municipai Manager was suspend during the financial year and had an acting municipal manager in the financial year, 
Remuneration of Chlef Finance Officer 


Annual remuneration 

430,327 

217,184 

Perfbrmance bonus 

_ 

_ 

Travel and other allowances 

206,758 

99,056 

Actlng allowance 

21,744 

31,846 

Contributions to UIF,medical and pension funds 

84,195 

51,861 


743,024 

399,949 

The Chieffinance officer posib'on was fiiled in 2016/2017 financial year butthe CFO was suspend and there had been an acting 
CFO. 

Remuneration of Community Services Director 

Annuai remuneration 

597,149 

540,801 

Performance bonus 

73,422 

73,270 

Travel and other allowances 

531,083 

178,513 

Acting allowance 

_ 


Contributions to UIF,medical and pension funds 

67,326 

282,976 


1,268,980 

1,075,560 
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26. EmpJoyve related costs (contlnued) 



Remuneration of Technical Diractor 



Annual nemuneration 

Performance bonus 

Travei and other allowances 

Acting allowance 

Contributions to UIRmedical and pension funds 

435,578 

72,598 

174,999 

125,297 

77,896 

734.852 

239,069 

40.459 

316,521 


886,366 

1,330,901 

pie Techniral Direttor position during financial year became vacant but there had been an offical acting on the position and a 
deployed offical by the Provincial COGTA department 

Remuneiation of Corporata Dfractor 



Annual remuneration 

Performanoe bonus 

Travel and other allowances 

Acting allowance 

Contributions to UIF ( medical and pension funds 

703,977 

225,081 

21,778 

143,031 

630,934 

64,111 

120,664 

234,224 


1,083,867 

1,049,933 

The Corporate Director durfng ffie flnandal year had acted on the Municipal Manager position and 
the Corporate Director position. 

an official had then acted on 

Remuneratfon of Plannlng and Development Director 



Annual remuneration 

Perfbrmance bonus 

Tnevel and other allowances 

Acting allowance 

Contributions to UIF,medical and pension funds 

789,521 

149,858 

57,878 

609.933 

29,168 

67,378 

115,253 


997,267 

821,732 
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26, Remuneration of counclllors 



Mayor 

79,593 

222,629 

Deputy Mayor 

120,268 

607,764 

Mayoral Committee Members 

79,071 

286,416 

Speaker 

69,715 

302,063 

Councillors 

2,336,636 

2,222,886 

Counclllors' pension contribution 

168,971 

146,944 

Local authority/ Travel Fees 

18,266 

105,662 

Medical aid contributions 

8,059 

36,806 

Cellphone and Moblle data 

334,113 

15,300 

Skill levy 

27,305 

297,129 


3,242,001 

4,248,699 

In-kind beneflts 



The Mayor, Deputy Mayor and Speaker are fulf-time. Each is provided with an office and 

secretarial support at the cost of the 

Council. 



The Mayor, the Deputy Mayor and Speaker each have the use of separate Council owned 

vehicles for officiaJ duties. 

The Mayor, the Deputy Mayor and Speaker have bodyguards. 



The Coundl was only consituted on the 13 June 2017 



27, Depreciatlon and amortlsatfon 



Total depreciation and amortisation 

24,961,656 

63,042,926 

Depreclation and amortisation by asset class 

Buildings 

241,336 

1,166,154 

Infrastructure 

19,589,326 

59,438,718 

Intangible 

896,858 

(1,081,699) 

Investment property 

46,434 

49,834 

Motorvehicles 

1,322,259 

919,024 

Office equipment 

297,994 

550,990 

Plant and machinery 

2,567,447 

1,999,905 


24,961,656 

63,042,926 

28. Finance costs 



Interest paid 

654,839 

3,067,434 

Interest rate paid on DBSA - Endumeni loan is 17%. 



interest rate paid on DBSA- Uthukela loan is 7%. 



29. Provision for debt impafrment 



Contributions to debt impairment provision 

11,758,124 

30,932,106 
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2017 

2016 

30. Repain & Maintenance 



Buildings & Grounds 

Buildings & Offioes; 

IT Support; 

Office Fumiture & Equipment 

Sanitation; 

Vehicle Maintenance; 

Water Operation-repairs&mainte 

296,013 

815,678 

939,652 

171,162 

4,239,250 

1,672,310 

544,419 

12,011 

166,511 

624,200 

79,237 

5,076,360 

2,947,361 

1,063,468 


8,678,484 

9,989,248 

31. Bulk purchases 



Water 

14,335,860 

11,366,986 


5 266 960 kifo litres of water was purchasad @ R 2.96 per Ittre. 
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32. General expenses 



Advertising 

299,318 

270,153 

Agency development 

69,738 

356,000 

Asset verification expense 

1,684,000 

1,126,203 

Auditors remuneration 

2,822,558 

3,444,120 

Bank charges 

62,009 

48,262 

Bursaries 

722,359 

568,156 

Chemicals 

58,800 

20,883 

Children and Youth 

11,849 

190,146 

Cleaning 

172,219 

143,469 

Computer expenses 

62,621 

157,765 

Conferences and seminars 

66,008 

160,166 

Consulting and professional fees 

5,335,388 

394,091 

Corporate materials 

1,137 

328,512 

Disaster relief 

1,151,495 

1,215,527 

District cultural events 

305,434 

609,503 

Drought relief 

57,471,719 

25,642,933 

Eldery & widows 

351,161 

190,248 

Entertainment 

5,412 

33,456 

Fines and penafties 

103,955 

55,791 

Fire services operating cost 

- 

17,150 

Fuel and oil 

3,741,219 

3,668,387 

HIV/ AIDS programmes 

65,366 

281,524 

Hiring of vehides 


2,271.862 

Human resource development 

902,848 

801.044 

IDP review costs 

639,795 

816,014 

IDP sector plans 

107,966 

661,578 

IT expenses- GIS tools 

760,637 

787,368 

Insurance costs 

975,044 

1,055,328 

Inventory loose tools 

3,263 

7,059 

LED project costs 

1,522,738 

2,267,304 

Legal costs 

3,202,681 

1,714,581 

License fees 

743,484 

313,882 

Marketing & Promotions 

139,476 

596,408 

Mayoral imbizo 

263,934 

453,906 

Mayoral sports toumament 


60,725 

Other expenses 

708,308 

1,866,668 

Overgrown stands 

- 

14,050 

Pauper Burials 

27,420 

149,559 

People wtth disablities 

206,977 

263,311 

Postage and courier 

648,185 

613,996 

Poverty alleviation programmes 

- 

305,800 

Printing and stationery 

168,499 

224,692 

Project launch costs 

365,194 

254,206 

Promotions and sponsorships- LED 

301,144 

513,890 

Recruitment of staff 

144,429 

126,735 

Rental office machines 

1,017,022 

1,074,554 

Rural horse riding events 

95,773 

340,823 

SALGA Sports & cufture programmes 

1,987,245 

1,568,186 

Sampling of water, mllk & fbod 

61,880 

79,813 

Security (Guarding of munidpal properties) 

8,859,661 

5 t 517,054 

Subscriptions and membership fees 

1,303,736 

1,273,543 

Telephone and fax 

1,145,462 

1,202,710 

Travel - local costs 

2,366,819 

3,399,598 

Uniforms 

479,565 

108,613 

Utilities - Rates 

705,508 

599 r 744 

VAT adjustment 

(66,805) 

1,500,503 

Water & electricity costs 

21,081,725 

31,798,641 

Water services operatlona! costs 

102,027,646 

208,200,592 

Women & gender programmes 

- 

342,657 
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32. General expenses (contlnuad) 

33. Prior period arrors 


227,461,032 312,091,442 


The municipafity has restated the consumer debtors in the 2014/2015 financial year due to the municipality having been billing 
the mumcyal water tankers which had nesultnd in the munidpality having overstated consumer debtors with R4 234 656 and the 
municipaHty had overstated its payables from exchange transactfons with R393 553 , which resulted in the decreasing of the 
muniapalty's accumulated surplus. " 

Uthukela Water Pty (Ltd) restated the deficit cbtained in the prior year, a$ a member of the Joint Venture the municipajity has 
restatea tne net assets on the statement of financial posltion which had been overstated in the prioryear 2015/2016 by R3 696 

2015/201Bty*R3 698 571 Statement ° f financial Perfiarmance the net surplus which had been overstated in the prior year 


The munidj^llty has restated the consumer debtorB in the prior years due to the munlclpality having billed the municipal water 
tankere which had resulted in the munfdpality having overetated conaumer debtors wilh R7 999 936, which has resulted with the 
mumcipality decreesing service cherges with R3 765 079 on the financial peribrmance statement In the prior year. 


The munidpality has restated the accruaJs expenses with an increase of R5 191 460 as it had been understated in the prior 
year, which has resulted on the increase of waterservioe operational expenses incurred in the prioryear. 


The effect of the correction of the errore on the munidpal financial results is as follows below: 


Statementof financlal position - 2014/15 FY 

Net assets @1 July 2016 as previously stated 

Decrease in prior year consumer debtors 

Decrease in prlor year payabtes from exchange transaction 


- 1,056,591,666 
(4.234,856) 
393,553 


1,054,750,363 


Statement of flnancial position - 2015/16 FY 

Net assets @1 July 2016 as prevfously statad 

Prior year adjusfrnents decrease on interest in Joint Venture 

Increase in prioryear accruals 

Decrease in prior year consumer debtore 


- 1,257,916,700 
(3,698,571) 
(5,191,460) 
(7,999,938) 


- 1,241,026,733 


Statement of Financial Performance - 2015/16 FY 

Net surplus for 2015/2016 as previously stated 

Prlor year adjustmenb decrease in share of profit from jolnt venture 

Increase in waterservice operational expense in prior year 

Decrease in the waterservice charges in the prioryear 


198,931,481 

(3,698.571) 

(5,191,460) 

(3,765,079) 


186,276,371 
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34, Cash gensrated from operations 

Surpius 

Adjustments for: 

261,445,370 

186,276,371 

Depreciation and amorttsatlon 

24,961,656 

63,042,926 

Income from equity aocounted irrvestments 

31,548,481 

41,905,972 

Finance costs 

654,839 

3,067,434 

Debt impairment 

11,756,124 

30,932,106 

Movements in Long term liability 

(1,028,799) 

(1,142,124) 

Movements in retirement benefit assets and liabilities 

(1,276,000) 

7,308,000 

Other non-cash items 

(19,122,790) 

7,997,471 

Other non-cash items 

Changes In working capltal: 

6,100 

4,100 

Inventories 

(6,347) 

127,045 

Receivables from exchange transactions 

(24,990,950) 

(9,726,211) 

Other receivables from non-exchange transactions 

(7,903,886) 

(157,733) 

Payables from exchange transactions 

(16,432,152) 

34,016,546 

VAT 

(3,699,174) 

(4,021,142) 

Unspent conditional grants and receipts 

19,387,631 

12,644,256 

Consumer deposits 

(24,473) 

(42,789) 


275,277,630 

372,232,228 

35. Auditors 1 remuneration 

Internal audit fees 

185,350 

1,003,480 

Extemal audit fees - Audrtor General (AG) 

2,503,908 

2,324,752 

Audit committee costs 

133,300 

115,888 


2,822,558 

3,444,120 

36. MIG Expenditure 

Douglas water supply 

3,175,920 

1,635,981 

Makhabeleni water supply 

2,080,238 

7,006,059 

Mbono Mkhuphula sanitation 

25,936,008 

_ 

Mbono water supply 

10,837,357 

6,565,490 

Mbulwane- Hlimbithwa sanitation 

_ 

2,420,348 

Mthembu water supply 

8,800,361 

683,655 

Muden sanitation 

, 

2,811,548 

Muden water supply 

45,242,867 

14,352,486 

Ngubukazi water supply 

- 

213,280 

Nquthu north eastem watersupply 

- 

1,145,876 

Nquthu sanitation 

11,430,678 

4,479,317 

Ntini water supply 

11,079,060 

2,744,711 

Ophathe water supply 

5,096,453 

14,831,965 

PMU Support 

9,057,000 


Pomery sanitation 

6,012,006 

24,688 

Sithembile water supply 

2,931,371 

9,078,586 

UDM Disaster center 

16,505,141 

12,751,625 

Umsinga water supply 

29,814,021 

21,605,122 

Umvoti Sanitation 

6,033,252 

1,409,994 

Water tanker reduction 

- 

87,106,533 


194,031,733 

190,867,264 
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37. Commltment* 

Total commitments 

Total commitments 
Approved and contracted for 
Approved but not contracted for 


296,851,521 390,264,902 


296,851,521 390,264,902 


This committed expendfture relates to capital commitments and wlll be financed by govemment grarrts. 
Commitments are committed for mare than a period of twelve months. 


Operating leases - as lessee (expense) 


Minimum lease payments due 

- within one year 

- in second to fifth year indusive 


24,075 303,548 

12,709 

24,075 316,257 


The municipality is leasing 4 copiers from Technology Acceptance to the temi ending September 2017. 


The contract ended at 30 June 2017 wlth an extension on the above mentioned coplers. The munidpality is in the process of 
appoirrtmg a new service provider. 
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38* Contingencies 

Umvoti / uThukela Water (Pty) Ltd 

Umvoti presented to the municipality an outstanding balance of R407 685 owing by uThukela Water (Pty) Ltd the water service 
authority whom was responsible for the water reticulation function within the districL Umvoti has Jfaised with uThukela Water 
(Pty) Ltd to pay the outstanding balance however uThukela Water (Pty) Ltd has advised Umvoti that the debt be settled by 
Umzinyathi, since uMzjnyathi took over the reticuladon function on tee Ist of July 2013. The dispute arises because neither 
uThukela Water (Pty) Ltd or Umvoti has submitted proof of the liability or debt in a form an invoice or any nelevant supporting 
documentatlon. 

uThukela Water (Pty) Ltd 

There's a dispute of an amount of R43 400 474 between uThukela water (Pty) Ltd and Umzinyathi District Municipality as 
uThukela water (Pty) Ltd claims that the municlpality owes an amount of R110 734 609 but can only prove an amount of R64 
191 401 

Legal matters pendlng 

There are 7 litigations and value of claims pending against the munidpality 
Umzlnyathi Distrlct Munlctpality vs Consultant 

Consultant claims payment arising from a contract. The appHcation was wlthdrawn, The matter will then be set down for a pre- 
trial conference in front of a judge in terms of Rule 37(8). The judge will then certify the matter ready fbr trial and trial date will be 
allocated. R132 226.78 

Umzinyathi Dlstrict Municipallty vs Supplier 

Supplier claims payment arising from a contract .Matter has been certified ready for trial and trial date has been allocated. The 
matter will be heared on the 7th to the lOth of May 2018. R18 210 630.66 

Umzlnyathi Distrlct Municipallty vs Supplier 

Supplier cfaims payment arising from a lease agreemenL Matter is ongoing, pleadings have closed t partres are to convene pre- 
trial conference. R68 306.07 

Umzlnyathi Dlstrlct Municlpallty vs Formeremployee 

A fbrmer employee daims payment arising frorn an alleged contracL Matter is ongoing, set down for hearing of an application to 
strike out on 4 September 2017. R1 230 847.92 

Umzinyathi Distrlct Munfcipality vs Resident 

Claim by resident fbr injury suffered due to open manhole, Matters is ongoing, pre-trial conference was convened, matter is 
awaiting allocation of trial date. R3Q0 000 

Umzlnyathf Dlstrict MunicipaJlty vs Supplier 

Claim by supplier fbr payment in terms of cession agreement. Matter is ongoing, pleadings have dosed, parties are to convene 
a pre-trial confenence. R1 o 074 107.40 

Umzinyathi Dlstrict Munlcipality vs Supplier 

Supplier is claiming payment arising from a contract termination. Matter is ongoing, pleadings have ciosed, parties are to 
convene a pre-trial conference. R326 600.00 
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39. Related partles 


Uthukela Water (Pty) Ltd is considered a related party due to the fact that Umzinyathi District Municipalify has a 33,3% 

shareholding. Uthukela Water (Pty) Ltd suppiies Umzinyathi District Munidpality with bulk water. This includes both raw and 
portabie water 

Related party transactions 


Purchaeea from related parties 

Uthukela Water(Pty) Ltd - bulk water 

Uthukela Watei<Pty) Ltd - services on drought relief project 

Uthukela Water(Pty) Ltd - operations and maintenance outstanding balance 

Altimax Pty (Ltd) 

KDM Sports 

Phumelele'fe Catering Services (Ndlovu STN) 

Enduneni contractors (Ntombefa EM) 

Transactlons disclosed above are exdusive of VAT. 


14,335,560 11,366,985 

2,098,040 20,533,154 

64,191,401 64.191,401 

46,780 
92,827 

11,400 8,175 

411,628 


40. REskmanagement 
Liquidfty risk 

Liqufdlty fisk is the rlsk that the municipaliiy will not be able to meet its obligations as they fall due. The municipallty J s risk to 
liquidity is a result of the funds avallable to cover futura commitmente. The municipality manages liquidity risk throuah an 
ongoing review of future commitnierrtB and credrt facilrties. 

The munidpallty’s approach is to ensune that sufficient liquidity is available to meet fts Jiabilities when due. The municipality uses 
cash flow forecasts to ensure that sufficient cash is available to meet expected operating expenses. 

The table below provides the municlpalrty's financial liabilrfles which include borrowlngs inclusive of interest 


Borrowings 


Up to one year Total 

1,104,197 1,104,197 
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40. Risk management (continued) 

Credit rlsk 

Financial Instniments - Investments and recelvables 


Cash and cash equivafents 

68,850,920 

60,935,336 

Other receivables 

15,770,979 

12,071,805 

Receivables from exchange transadions 

79,044,922 

54,053,972 


163,666,821 

127,061,113 

Liabilities and credltors 



Long term liability 

64,191,401 

65,220,200 

Payables from exchange transactions 

67,966,899 

84,413,524 


132,148,300 

149,633,724 


Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The 
municipality only deposits cash with major banks with high quality credrt standing and limits exposure to any one counter-party. 

Receivables 

Receivables are amounts owing by consumers and are presented net of impairment loss. The municipallty has a credit control 
policy in place and the exposure to credit risk is monitored continuously. The municipality establishes an aliowance for doubtful 
debts that represents its estimate of anticrpated losses in respect of receivables. Payments of accounts of consumer debtors 
who are unable to pay, are negotiated in line with the 'credit control policy and terms of payments are agreed upon with the 
oonsumer. 

Cash and cash equivalents 

The munlcipality limits its exposure to credlt risk by investing with only reputable financia! institutions and within specific 
guidelines set in accordance with Council's approved investment policy. The municipality does not consider there to be any 
significant exposure to credit risk. 

Market rlsk 

Interest rate risk 

The munidpality's policy is to manage interest rate risk so that fluctuations in variable costs do not have a material impact on 
surplus. All long-term debt are at fixed rates. 
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41. Going concem 

The annual financlal statements have been prepared on the basls of accounting policies applicable to a going concem. This 

™ preS ™ ^ ava 'l a ^ e to finance future operations and that the realisation of assets and setdement of 

iiabiuttes, corrangent obligations and commitments will occur in the ordinary course of business. 


42. Events after the reporting date 

Dlsclose for each material categoiy of non-adjusting events afterthe reporting date: 

• Investigation on irregular expenditure for 2011/12, 2012/13 and 2013/14 financlal years conducted by Provindal 
Treasury was tabled to councll on 7th of August 2017, coundl resolved to impiement recommendations made by 
Provincial Treasury on the report. 

• MEC for COGTA will institute Section 106 of the Systems Act in the munlcipality. 

43. Fruitlees and wasteful expenditure 


Openlng balance 

Frultiess and wasteful expenditure 

Less: Amounts written-off 


Interest and penafties incurred on Eskom, Telkom and 

44. Irnegularexpenditure 
Opening balance 

Add: Irregular Expenditure - current year 
Less: Amounts written-off 


265,205 672,202 

103,693 265,205 

(672.202) 

368,898 265,205 

Nquthu Munidpality invoices amounting to R103 693. 


498,593,458 301,418,759 

244,098,553 236,851.153 

__ - (39,676,454) 

742,692,011 498,593,458 
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46. Additional disclosure in terms of Municipal Finance Management Act Section 125 
Councillore 1 and employees* arrear consumer accounts 

The fiollowing Councillors and Employees had arrear accounts outstanding for more than 90 days at 30 June 2017: 


30 June 2017 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Councillor Mahaye TM & ML 

1,697 

32,358 

34,055 

Councillor Yengwe MS 

305 

9,199 

9,504 

Councilfor Chamule BS 

418 

1,316 

1,734 

Councillor Bedassi 1 

1,641 

_ 

1,641 

Councillor Mfeka JA 

174 

. 

174 

Africa LM 

1,328 

20,783 

22,111 

Mkhwanazi SC 

1.170 

10,419 

11,589 

Twala NB 

791 

7,619 

8,410 

Mlambo RK 

437 

6,011 

6,448 

ZuluVD 

78 

4,748 

4,826 

Mawila MP 

689 

3,527 

4,216 

Mazibuko LB 

121 

3,773 

3,894 

Kumalo P 

1,717 

2,117 

3,834 

Mncube TE 

336 

3,407 

3,743 

Malunga T 

958 

2,372 

3,330 

Malunga MS 

- 

2,388 

2,388 

Gcabashe S 

856 

- 

856 

Nzlmakwe N 

202 

514 

716 

Munessar A 

698 


698 

Mvelase Z 

292 

* 

292 

Zulu LB 

203 

w 

203 

Ntombela VB 

186 


186 

Majola NP 

137 

- 

137 

Ntuli DS 

56 

68 

124 

Moodley S 

(9) 

51 

42 

Ndlovu STN 


3 

3 

30 June 2016 

Outstanding 

Outstanding 

TotaJ 


less than 90 

more than 90 

R 


days 

days 



R 

R 


CouncllJor Mahaye TM & ML 

2,824 

45,747 

48,571 

Councillor Yengwa MS 

493 

9,910 

10,403 

Councillor Chamule BS 

704 

518 

1,222 

Mncube TE 

529 

8,129 

8,658 

Dearlove PD 

2,126 

51,728 

53,854 

Mkhwanazi SC 

1,819 

20,040 

21,659 

Kumalo P 

344 

241 

585 

Zulu VD 

192 

7,666 

7,858 

Mawila MP 

672 

1,925 

2,597 

Nzimakwe N 

- 

800 

800 

Twala NB 

779 

4,731 

5,510 

Ndlovu N 


1,168 

1,168 

Mazibuko LB 

455 

3,332 

3,787 

Ndlovu BE 

1,730 

32,065 

33,795 

Moodley S 

1,450 

27,082 

28,532 

Thompson MC 

298 

9,546 

9,844 

KhozaK 

2,106 

11,550 

13,656 

Mlambo RK 

1,717 

681 

2,398 

Wllllams 8 

300 

4,911 

5,211 

Goge MD 

9 

338 

347 
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46. AddHional disclosure in terms of Municlpal Finance Management Act Sectlon 125 (contlnued) 

Ntuli DS -195 403 


18,742 242,611 


598 

261,253 


Supply chain management regulatlons 

ln terms of seclion 13(C) (i) & (ii) of the Municfpal Supply Chain Management Regulations. The fbllowing expenses incurred 
below are non compllant with the regulation. 


Suppliere 

Harvey Worid Travel 
Duduzekani Funeral & Tombstone 
Isizwe Funeral services 
Sinotho Electrical Civil 
Lakalaka Tradfng 
True blue fbods 

Sindele Intokozoyam trading and construction 


1,282,366 

_ 

3,000 

9,000 

6,000 

3,360 

30 

213,280 

9,000 

- 

5,070 

- 

2,400 

2,000 

1,307,866 

227,630 


46. DevEation from supply chaln management regulations 

Paragraph 12(1)(d)(i) of Govemment gazette No. 27636 issued on 30 May 2005 states that 6 supply chain management policy 
must provide fbr the procurement of goods and services by way of a oompetftive bidding process. 

Paragraph 36 of the same gazetta states that the accounting officer may dispense with the official procurement prooess in 
certain circumstances, provided that he records the reasons fbr any deviations and reports them to the next meeting of the 
council and incfudes a note to the annual financial statemerrts. 

SCM regulatfons 36 

Expenditure incurred 1,789,449 20,955 


SCM regulatlons 32 

DNS security 

Aquaplan JV Fransi Masedi 


- 32,396,227 


399,000 
- 31,997,227 


The above appointments were done in accondance with regulations 36 and 32 which were approved by the Accounting Officer 
and ratified by the CounciL 
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47. Water loss distribution 


Water produced per water treatment plant 


Msinga Fabeni WTW 

2,408 

1,185 

Msinga Keats DrHt WTW 

346,731 

346,270 

Msinga Sampofu (Tugela Ferry) WTW 

1,092,900 

1,091,986 

Msinga Sampofu Weir (Pomeroy) WTW 

40,417 

64,668 

Umvoti Makhabeleni WTW Meter 

320,056 

356,427 

Umvoti Greytown WTW 

602,344 

593,854 

Umvoti Muden WTW 

653,415 

628,910 

Umvoti Kranskop WTW 

163,994 

166,488 

Nquthu Isandlwana WTW 

90,306 

77,328 

Nquthu Nondweni WTW 

408,309 

547,350 

Nquthu Nquthu/Vant's Drift WTW 

3,071,100 

2,984,940 

Nquthu Qudeni WTW 

63,750 

56,707 

Endumeni Biggarsberg WTW 

4,967,431 

4,471,935 


11.823,161 

11,388,048 

Total water !o$s 

Total water produced 

(11,823,161) 

(11,388,048) 

Totalwatersold 

4,778,433 

5,226,318 


(7,044,728) 

(6,161,730) 


The monetary value of water loss is R 53 085 783 (2016, R40 160 677). 

The water loss percentage is 60% (2016,54%). 

* The municipaiity has experienced a lot of intemal leaks from domestic consumers and there’s a programme that the 
munidpality will be running to frx these leaks. 

48. Transfer of functions Between entltiee not under common control 

Uthukela Water (Pty) Ltd is an entity of three WSA l s, namefy Amajuba DM, Newcastle LM and Umzinyathi DM. The interest in 
this joint venture is at 33,3%, 33,4% and 33,3% respectively. 

The voting rights are represented by the percentage shareholding in the entity. The transfer of function was inltiated by the 
directive firom the MEC: COGTA. 

It stipulated that the ftmction, including the infrastructure assets must be transferred back to the WSA's. The process was 
started and completed by the 30 June 2014, This arrangement is currently in place.Refer to note 7 for further details. 
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